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Our Current 
Recommendation 


Central Gas and 
Electric Company 


First Lien Collateral Trust Bonds 
514% Series of 1926, Due 1946 


Price 95 and Interest 


YIELDING ABOUT 5.95% 


Full details on request for 
Circular BI-386 


H.M. Byllesby & Co. 


New York Chicago 
111 Broadway 231 So. La Salle St. 
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This Preferred stock pays 
you over /% on 
your money 


ONE of today’s most attractive investments is the 
7% Preferred Stock of Empire Gas and Fuel Com- 
pany. 

Your investment makes you a partner in a com- 
pany that owns over 3,000 wells producing more than 
9,000,000 barrels of oil yearly. It sells daily more 
than 100,000,000 cubic feet of natural gas to the 
people of 140 cities and towns. 

When you buy Empire Preferred Stock at its pres- 
ent price it gives you a yield on your money of over 
7%. 


Clip and mail 


Please send me, without obligation, full information about 
Empire Preferred Stock and the $300,000,000 organization 
behind it. 
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To Yield 6%% 


10-Year Convertible Sinking Fund Gold Notes 
$2400 Security Behind Each $1000 Note 
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Average earnings last three and one-half years indicate interest re- 
quirements earned six times over and currently more than eight times 


Attractive conversion privilege into Capital Stock. 


Corporation in exceptionally strong financial position, with a mini- 
mum of inventory problem and doing practically a cash business. 


Outstandingly the largest Corporation in an essential industry, ren- 
dering a public service, which has shown consistent and remarkable 


Further information upon request 


Bonner, Brooks & Co. 


120 BROADWAY, NEW YORK 


BOSTON 
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What Our Triplicate Investment 
Service Can and Cannot Do 


First it cannot be 100% right in its 
recommendations. It is however always 
sincere and unbiased and no recommen- 
dations are made until all factors have 
been thoroughly analyzed. 


Some people look with disdain upon an 
investment service without even investi- 
gating. These “you cannot tell me any- 
thing” investors may suffer (as they usu- 
ally do) one large loss after another as a 
result of following their own hunches or 
“inside” sure fire tips but they never wake 
up until it is too late. Then when their 
money is gone it may occur to them that 
to be successful in investments requires 
care, patience, study, and unbiased guid- 
ance based’ on many years’ experience. 
THE FINANCIAL WORLD is 25 years old. 


Then there is another group of perpet- 
ual blunderers who expect too much from 
the investment service they subscribe for. 
They feel that they can “load up” with 
any stock recommended and make a quick 
“killing.” 


It stands to reason that both types 
(those who know not what they do and 
those who are too greedy) will find them- 
selves in a pitfall—that in the end has 
one result—loss of their money. 


Many thousands of successful inves- 
tors have found that by following a sound 
middle course, that a service such as we 
render is of incalculable value in invest- 
ing wisely and profiitably. 


Intelligent investors know that it is 
foolish to take one or two recommenda- 
tions and concentrate a large percentage 
of funds in them. Although we are al- 
ways preaching the need of diversification 
there are a few who ignore this essential 


and yet are surprised by their lack of re- 
sults. 


How many investors acting on their 
own initiative were 89% correct last 
yearr Only 11 of Mr. Guenther’s Bar- 
gain List recommendations showed a de- 
cline while 89 advanced. Our purpose 
in publishing the results obtained by any- 
one who followed Mr. Guenther’s Last 





“Tell Your Friends They Need It” 


“Send Us Names of Investor Friends” 


13 Bargain Lists (see January 15th issue) 
was to emphasize the necessity of diversi- 
fication. 


If you bought only a few stocks out of 
each Bargain List and you happened to 
pick those that declined you would have 
a loss of course. But if you had bought 
an equal amount of each recommenda- 
tion you would have had profits much 
more than enough to cover the few de- 
clines. 


One reason why our subscribers have 
profited so much more than unguided in- 
vestors is because we have been empha- 
sizing the not generally recognized fact 
that all stocks do not move together but 
move individually on the basis of value 
and earnings. 


There is no longer ‘a market” moy- 
ing either upward or downward but 
the market is made up now of price 
changes in individual securities deter- 
mined to a very great extent by the trend 
of earnings either upward or downward 
in each case. ‘THE FINANCIAL WORLD 
will point out many unfavorable as well 
as promising situations in the months to 
come, just as it did last year when we 
suggested 44 transfers which resulted in 
a total gain of 545 points. Only 8 out of 
the 44 transfers were not advantageous. 


If you wish to follow a profitable in- 
vestment course this year, now more than 
ever will you find THE FINANCIAL 
WokRLD Triplicate Investment Service in- 
dispensable. 


NOTE: A copy of Mr. Guenther’s “Sound Invest- 
ment Rules” will be included with your subscription 
if requested. These rules appeared originally in the 
April 17, 1926, issue of THE FINANCIAL WORLD 
and are most helpful to the amateur investor. 


Mail Today this Money-Making Coupon 
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THE FINANCIAL WORLD F.-26 
53 Park Place, New York. 


l 

| Enclosed find $10 remittance. Please enter my 
subscription to your Complete Investment Service 

| for one vear. It is to include: 

| (a) 1 yearly subscription to THE FINANCIAL 

WORLD (issued Weekly). 

I (b) 1 yearly subscription to GUENTHER’S 

| APPRAISALS (issued monthly). 

(c) Free Confidential Advice Service by letter. 
| (d) Mr. Guenther’s “Sound Investment Rules.” 
| 
l 
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truth about investments, has 
} maintained this attitude, and wilt continue to do so, —- in = belief that 
as long as it clings to this Ideal it can count upon the support of 
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The Trend of Things 


@ Some indication of an acceleration in the pace of business is noticeable. 


particularly in the basic steel industry. 
bank debits are about holding their own. 


Railroad freight car loadings and 
Some motor companies are ex- 


panding their operations and the outlook for the coming months is reason- 


ably satisfactory; 


@ It appears probable that another soft coal strike will become effective 


April Ist. 


and the non-union mines are active. 


stantially higher prices for soft coal will result; 


However, no inconvenience should result as stocks are ample 
It does not appear probable that sub- 


@ The investment securities continue strong and in active demand. Mean- 
while speculation on the New York Stock Exchange remains at a rela- 


tively high rate. 


Keen discrimination is necessary and the conservative 


course is to operate in reasonably safe income producing securities whose 
status will be improved by lower interest rates. 


on the Salt Lake case was mis- 

understood just as was the decision 
of the Interstate Commerce Commission 
on the Nickel Plate case a year ago. How- 
ever, the “technical” position of the mar- 
ket is obviously much stronger than it was 
a year ago and sharp declines were 
promptly followed by sharp recoveries. 
There are signs that trade is expanding. 
The credit situation remains highly fav- 
orable. The countrywide cut in oil prices 


‘ie decision of the Supreme Court 


had little market effect on oil stocks thus 
far but more cuts may be necessary. The 
steel industry is increasingly active on a 
lower selling price basis than a year ago. 
Some motor companies are increasing out- 
put while others are not. All in all the 
business outlook warrants a conservative- 
ly optimistic interpretation. 

Apparently we will be confronted with 
another coal strike. repre- 
sentatives wanted no wage cuts; the oper- 


The miners’ 


ators wanted a “competitive” wage scale— 
in other words a scale that would permit 
them to compete with the non-union mines. 


A deadlock followed. 
only the 


It is possible that 
“competitive” territory, namely 
Pennsylvania, Ohio, Indiana and _ Illinois 
will be affected. At any rate with soft 
coal stocks large and with the non-union 
mines producing at capacity there is little 
prospect of any great inconvenience due 
to a strike nor of any substantial advance 
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in soft coal prices. 


The union has been 
losing ground in recent years and perhaps 


will lose more. Of course, the unsound 
fundamental position in the soft coal in- 
dustry never has been righted but its con- 
linuation has been made possible by a 
series of strikes. Productive capacity is 
far in excess of normal consumptive needs. 
A strike would be beneficial to coal com- 
panies like Island Creek and railroads like 
C. & O., Norfolk & Western and Vir- 
ginian. 
* Ok x 


q The Business Prospect 


* ok ok 
HERE is some indication that the 
pace of trade is increasing. No re- 


markable increase appears in prospect but 
aiter several months of moderate recession 
while consumption was holding at a high 
rate it is to be expected that under present 
low inventory conditions that some gain 
in production is bound to take place. The 
railroad car loadings show no great im- 
provement as yet when the increased coal 
loadings due to the strike threat are elim- 
inated. Bank clearings still show small 
declines compared with a year ago al- 
though debits to individual accounts 
(which include checks which do not pass 
through the clearing house) show a mod- 
erate increase. Of cotirse the volume of 
bank clearings is adversely affected by the 
lower commodity price levels now pre- 
vailing. Fundamentally the business situa- 
tion is sound with production being kept 
well in line with consumption. Labor con- 
tinues well employed. Purchasing power 
is good. New construction continues at a 
high rate. 
moderate. 


Commodity price declines are 
It may be well to again point 
out that there is a vast difference in its 
effect on business between a gradual com- 
modity price decline such as we have wit: 
nessed during the past year or so and a 
drastic decline such as started in 1920. In 
the case of the latter a violent trade re- 
adjustment is necessary. In the case of 
the former, with no inventory problem 
on hand the increased volume of business 
brought on by lower commodity prices 
plus increased efficiency more than offsets 
(in the case of our best situated corpo- 
rations) the adverse effect of a slow and 
moderate decline in prices. At least that 
was the experience in 1926 and there is no 
reason to look for any change in this re- 
gard during the current year. While there 
is nothing in the current trade situation 
to become elated about, on the other hand 
there clearly is nothing to cause appre- 
hension. The outlook for a good volume 
of trade for the first half of 1927 appears 
to be favorably defined. Later on the 
crops will have an important bearing. 


** * * 
@ The Credit Situation 
* * * 


S THE FINANCIAL Wortp has repeat- 
edly pointed out the most important 
single factor affecting security price is the 
state of credit—present and prospective. 
This highly important factor continues to 
be in a very favorable position. It prom- 
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ises to continue so over the longer range 
future. The reasons are first our large 
gold supply (substantially augmented by 
imports thus far in 1927), the declining 
commodity price trend and our growing 
investment capital. These combined factors 
make for a clear forecast of lower in- 
terest rates. As interest rates decline, in- 
vestment security prices advance. 
fore the soundest basis upon which to op- 
erate under existing conditions is to rely 
on the effect of lower interest rates on 
reasonably safe investment _ securities. 
Needless to say credit ease is also an im- 
portant factor in prosperity as under exist- 
ing conditions ample funds are available 
for legitimate business expansion. A care- 
ful study of the reports of the federal 
reserve member banks reveals a sound 
general financial condition. This is espe- 
cially true when comparison is made with 
a year ago. Brokers’ loans and the loans 
of New York banks on stock and bond 
collateral show a decided shrinkage com- 
pared with a year ago while the invest- 
ment holdings of these banks show a 
In other words the “tech- 
nical” position in the security finance field 
appears much improved over a year ago 
and not particularly vulnerable at present. 


marked gain. 


* * k 
@ Foreign Affairs 
*x* * 


HILE no definite information is at 

hand concerning the French debt 
settlement with the United States it ap- 
pears probable, judging by the fianancial 
rehabilitation that has been accomplished 
there that stabilization of the franc is not 
so far off. It also appears probable that 
a similar step will be taken by Italy be- 
fore the end of 1927. In connection with 


these debt payments to the United States, 
the 


Bank of Manhattan has made an in- 
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teresting study which shows rather clear- 
ly that German reparation payments are 
greater than the payments due the United 
States. Doubtless further progress will 
be made in restoring Europe to normalcy 
during 1927. This will possibly mean in- 
creased competition for some American 
manufacturers but this will be more than 
offset by greater purchasing power there 
for agricultural commodities and copper, 
In connection with the latter it is interest- 
ing to point out that since Mr. Guenther 
wrote his article the metal has been firm- 
ing up in price and apparently a depressed 
price like 12% cents per pound cannot be 
long maintained. 


* ok * 
@ The Rails and Oils 
* * x 


HE railroad situation and the decision 

of the Supreme Court on the Salt 
Lake case are more thoroughly discussed 
on page 279. Briefly this decision was 
merely to the effect that the publication 
by the Commission of its valuations did 
no damage to the railroads and therefore 
they had no case. It does not prevent the 
railroads from taking the valuation matter 
into the courts when, as and if they can 
show damage due to too low a valuation 
which might come about in one of the re- 
capture cases or in a rate reduction or- 
dered for a district because the earning 
rate was considered too high by the Com- 
mission based on its valuation. Reduc- 
tions in oil (crude and refined) were re- 
ported during the current week. This 
possibility has been forecast in these ad- 
vices because of the over-production that 
was clearly developing. Just far 
price cuts will have to go before the statis- 
tical position of the industry is righted 
still remains to be seen. This situation is 
more fully discussed on page 297. 


how 


* * * 
@ The Securities Outlook 
* * * 


HERE were no developments during 

the past week to alter the views re- 
garding securities previously outlined. The 
safest and soundest basis on which to 
operate is to confine commitments to good 
yielding reasonably safe income producing 
issues and let the downward trend in in- 
terest rates force up the price level. The 
long range outlook for investment securi- 


‘ ties continues to be very favorably defined. 


When it comes to selecting common stocks 
keen discrimination is essential. Common 
stocks will follow net earning trends in 
1927 just as they did in 1926. In that year 
about 60 per cent of the listed stocks 
closed the year lower than they opened it. 
However, our best situated corporations 
were exceptions. The safest basis on 
which to operate is to select the common 
stock of the strongest unit in a favorably 
situated industry. That is what Mr. 
Guenther did in his last bargain list. Con- 
tinue to give first place to the rails, fol- 
lowed by the good yielding utilities (most- 
ly preferred) and long lived good yielding 
low cost coppers. 
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‘““Fractionitis’”’ 


@ Almost as bad a human failing as “Quotitis,’ which Mr. Guenther 
described in a recent article, is ‘“Fractionitis.” This is the habit of 
trying to squeeze out the last fraction and in attempting this fre- 
quently opportunities of gaining substantial profits are missed ; 


@ In this article Mr. Guenther tells of two instances where such an 
effort resulted in the loss in one case of $2,500 and the other of more 
than $4,000, because the investors tried to save only a few dollars in 


comparison; 





@ If a security is worth what it is selling for, fractions are meaningless in 


the ultimate profits. 


That is the viewpoint the investor should assume 


and the reasons therefore are told in this diagnosis of ‘“Fractionitis.” 


N a recent issue I described a common 
| financial ailment: I called it “Quo- 

titis’: a mental state that leads its 
victims often into a pecuniary loss when 
the mind is confused into thinking the 
daily and transitory prices chronicled by 
the ticker and reported in the market pages 
of the newspapers reflect real values. 

This article met with such an interesting 
and favorable reception among the readers 
of Tne FinanctaL Wortp that I am 
prompted by a circumstance that recently 
came pertinently to my attention to stress 
upon another human failing that, too, can 
indirectly result in loss—for it belongs 
among the superficialities in the attitude 
of so many investors towards the serious 
business of investing their surplus capital. 

I call this failing “Fractionitis.” 

Its outstanding symptom is the avidity 
to save an eighth or a larger fraction when 
contemplating the purchase of a security, 
or, conversely, when selling an investment 
to extract from the market an additional 
fraction and by so doing often miss real 
opportunities to acquire or sell an invest- 
ment on an attractive basis. 

I am quite sure that many investors who 
will read the above statement will recog- 
nize that something of this nature has 
occurred in their experiences. I hear its 
reflection with monotonous frequency 
among those with whom I come in contact. 
It is often referred to in some such state- 
ment as “I would have bought it or sold 
it had it touched my price” but it never 
did and therefore it got away from them. 


One of Many Victims 


Only last summer I remember a particu- 
lar victim of “Fractionitis” before his de- 
Parture for Europe leaving an order for 
a block of Warner Sugar Refining first 
mortgage 7 per cent bonds with his confi- 
dential associate. “Jack,” he told him, 
“if these bonds touch 80 buy ten thousand 
of them.” They did decline to 80% but 
that was as low as they got. He never 
Secured his bonds for that eighth stood in 
the way like an impenetrable wall. 
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In his mind there never entered any 
doubt regarding the intrinsic value of these 
bonds. They were a first mortgage on a 
substantial property which in his opinion 
under the most adverse circumstances 
would pay out a hundred cents on the 
dollar, plus the accrued interest. Follow- 
ing these bonds were other securities the 
holders of which, in order to protect their 
own investments would be compelled to 
settle in full with the owners of the prior 
lien bonds. Holding to that opinion the 
bonds then were a bargain at any price 
under 90 let alone the unusual opportunity 
of getting hold of them anywhere around 
80, which was an exceptional chance. 

What Fractions Cost 

Yet he held out for 80 thinking he would 
get the bonds at his own terms. His 
attack of “Fractionitis” just cost him $2,500 
for the bonds have sold around $105 since 


then and from the appearance of their 
strength are likely 


to touch their re- 
demption price of 10714 now that the 
National Sugar Refining Company has 
acquired the property which with its 


stronger financial standing is likely to re- 
finance this first mortgage bond issue with 
another issue calling for a lower interest 
rate. Had it not been for that eighth the 
profit that was obtainable from the invest- 
ment he proposed to make in these Warner 
bonds would have paid the entire expense 
of his European vacation, and there would 
have been some of the profit left over. 

One of the wisest men the world of 
finance ever developed, the late Baron 
Rothschild, head of the English branch of 
this world wide family of bankers, when 
asked how he made the bulk of his fortune, 
ascribed it to his inflexible rule, that he 
never bought at the bottom nor attempted 
to sell at the top. Literally his remark 
was somewhat cryptic. 

What he really meant was that fractions 
concerned him little in determining whether 
to purchase or sell. If he thought a se- 
curity was quoted at a price which in 
regard to his standard of measurement of 


—THE EDITORS. 


values was attractive he bought it. Vice- 
versa, he sold when he thought its selling 
price mirrored the advisability of its sale. 
That was why he also said a man never 
gets poor taking his profits. 

How much common sense meat there is 
in this thought. 

Chasing fractions is a difficult business 
even for the sharpest dealers in securities. 
If it is such a science with them and one 
with which they are better qualified to 
cope because of their constant proximity to 
the market and its mechanism of establish- 
ing prices how much harder then it must 
be for those who cannot come in such 
close contact with it. 

I recall another instance where an in- 
vestor lost an unusual opportunity to 
acquire Baltimore & Ohio stock when it 
was around $60 a share by assuming a 
waiting attitude, waiting for a break in 
the market, so he could get it for a few 
dollars a share cheaper. The market never 


(Please turn to page 299) 
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Mexican Laws and Investors 


@ This is the second of a series of articles prepared by our correspondent in 
Mexico clearly stating the nature and importance of the present difficul- 


ties there; 


@ Subsequent contributions will deal with the oil securities, the mining in- 
dustry and the economic crisis at hand; 


@ The present problems of the oil producing companies and how they affect 
an army of American investors is discussed in this article. 


O the casual reader of American 

| newspapers; it would appear that 

the oil companies operating in 

Mexico are at the bottom of all the 

trouble now afflicting that country, and 

of the delicate diplomatic situation. This 
is entirely erroneous. 

Practically all of the oil-producing or 
potential oil lands in Mexico, owned by 
American and European oil companies, 
was acquired prior to May 1, 1917. This 
land was bought outright; it was ac- 
quired in good faith, in full accord with 
the laws in effect at the time of pur- 
chase; therefore, is legally the property 
of the purchasers. Contrary to a wide- 
spread opinion, this land was not leased 
from the Government, but was a bona- 
fide purchase, surface and subsoil. 

As has been stated before in THE 
FINANCIAL Wor _p, E. L. Doheny and his 
associates first visited Mexico in 1900, 
and saw the possibilities of the oil in- 
dustry. President Diaz, “The Grand 
Old Man of Mexico,” anxious to en- 
courage American capital to make in- 
vestments in his country, made liberal 
concessions to oil, mining and plantation 
investors, and waived the “sub-soil- 
rights-vested-in-the-nation” idea _ by 
making bona-fide sales of surface and 
sub-soil rights to American corporations 
and individuals. It was therefore dur- 
ing the days of President Diaz that prac- 
tically all of the American companies, of 
every description, now operating in 
Mexico, made their initial investments. 

Title to Lands 

On the last day of December, 1925, 
President Calles signed a “regulatory” 
decree, to Article 27, commanding all oil 
companies to apply, before December 3], 
1926, for a confirmation of their titles to 
their lands, and to accept concessions to 
run fifty years from the date exploitation 


Terminal at Tampico 





Panuco River 


By JAMES EDWARDS 


(Special Correspondent in Me.ico) 


of such holdings began. For example: 

The Pan American Petroleum & 
Transport Company through its sub- 
sidiary, the Mexican Petroleum Cor- 
poration, first entered Mexico in 1900, 
when E. L. Doheny acquired a large 
tract of oil-bearing land at Ebano, in 
the State of San Luis Potosi, about 50 
miles due west of Tampico. The first 
well was completed in May, 1901. Un- 
der the provisions of the law above 
quoted, the Pan American would have to 
surrender their full and absolute title to 
the Ebano lands, and in lieu thereof ac- 
cept a “concession” from the present 
Mexican Government to run fifty years 
from the date of the original deed. If 
the original deed was granted in 1900, it 
would mean that the concession would 
expire in 1950, and thereupon the prop- 
erty would become, body and soul, the 
property of the Mexican Government, 
irrespective of how much oil was being 
produced at that time. 

Right of Seizure 

Secretary of State Kellogg has writ- 
ten several notes on this provision of 
Article 27, citing the fact that it was 
obvious that, as in the case of the Alien 
land law, American companies and in- 
dividuals were being called upon to 
surrender absolute ownership of prop- 
erties in Mexico and accept something 
of admittedly far less value. On Octo- 
ber 30th, 1926, Mr. Kellogg addressed 
the following communication to the 
Mexican government: 

“The purpose of engaging upon this 
correspondence relating to the land law 
and the law concerning rights to cer- 
tain products of the subsoil was, in a 
spirit of genuine good will and friend- 
liness, to point out so clearly as to leave 
no room for misunderstanding, the ex- 
tremely critical situation affecting the 


In the Topila District 


relations between the two countries 
which would inevitably be created if 
those laws were enacted and enforced in 
such manner as to violate the funda- 
mental principles of international law 
and of equity, and the terms and condi- 


tions of the understanding arrived at in 
1923. 


“That purpose has been fulfilled, the 
issues have been plainly defined, and my 
Government in conclusion reasserts that 
it expects the Government of Mexico, 
in accordance with the true intent and 
purpose of the negotiations of 1923, cul- 
minating in the recognition of the Gov- 
ernment of Mexico by this Government, 
to respect in their entirety and acquired 
property rights of American citizens, 
which have been the subject of our dis- 
cussion, and expects the Mexican Gov- 
ernment not to take any action under 
the laws in question and the regulations 
issued in pursuance thereto, which would 
operate, either directly or indirectly, to 
deprive American citizens of the full 
ownership, use and enjoyment of their 
said properties and property rights.” 


Law Not Accepted 


As previously stated, the oil companies 
were given until December 31, 1926, to 
comply with the law; that is, to accept 
a concession of not to exceed fifty 
years’ duration from date of original 
deed, in lieu of absolute and unlimited 
ownership. Not one of the large oil 
companies accepted this law; a few 
small one-horse companies and individ- 
uals accepted the law and applied for 
“confirmatory concessions.” It is safe 
to say that companies now producing 90 
per cent of all the oil in Mexico did not 
accept the law. 

The mining companies operating in 


(Please turn to page 294) 
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Outlook for the Railroads 


@ The Supreme Court decision on the Salt Lake case 
resulted in a sharp decline in rail stocks followed by 
an equally sharp recovery as it was realized that the 
core of the railroad valuation controversy was not 


touched ; 


@ With the railroads in the best physical and financial 
condition in their history and with the net earning 
prospects favorably defined they continue to be given 
first place in our recommendations; 


@ In this article Mr. Hanssen also discusses the impor- 
tance of declining interest rates in determining fu- 
ture prices of railroad securities. 


By FREDERICK HANSSEN 


able effect of the Supreme Court 

decision in the Salt Lake case in a 
recent issue of THE FINANCIAL Wor Lp it 
all depended on its scope. The decision 
of the Court handed down during the past 
week only went into the matter of juris- 
diction. In other words the merits of the 
railroad contentions as to value were not 
ruled upon. 


A I pointed out in discussing the prob- 


What the Supreme Court said in effect 
was that by publishing a valuation for 
“rate making purposes” the railroad had 
not been. injured and therefore had no 
case at law. Justice Brandeis pointed 
out that at the proper time the railroads 
would have ample opportunity to go to 
the courts when an improper appraisal of 
value by the Interstate Commerce Com- 
mission injured them. 


Must Prove Injury 


In other words the final decision as to 
what constitutes a fair valuation for rail- 
road properties is still in the distance and 
can be obtained when a railroad can prove 
injury due to too low a valuation. It 
appears probable at this writing that the 
earliest determination might come on some 
recapture case under the Transportation 
Act. As an example, let us take Atchison. 
This road earns, we will say, $20 per share 
on its common stock when it earns 6 per 
cent on a valuation made by the Commis- 
sion. Actual earnings were $23 per share. 
Therefore the Commission presents Atchison 
with a bill to pay 50 per cent of the earn- 
ings above $20 (of $1.50) to the govern- 
ment. When the Commission endeavors to 
enforce such a claim the question of value 
can naturally be brought up for judicial 
decision, Or if the Commission should 
decide to reduce freight rates because the 
Toads in a certain district were earning 
too much based on the Commission’s valua- 
tion. Then this valuation could be chal- 
lenged through the courts. As I have 
Stated before it is my judgment that even- 
tually the railroads will receive a much 
higher valuation than the Commission has 
been willing to accord them. 

The broad fundamentals underlying the 
rails have been repeatedly outlined in THE 
FinanctaL Wortp. The railroads are in 
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the best physical and financial condition 
in their history. Adequate and ample cur- 
rent information is always available. 
Prospects for a good volume of traffic 
during the coming year are favorably de- 
fined. Thus the all important net earning 
trend is in a favorable position. But 
there is another highly important funda- 
mental element in the rail situation upon 
which insufficient stress has been laid. I 
refer to the state of credit which is the 
most important single factor in determin- 
ing security prices. THE FINANCIAL 
Wortp has repeatedly pointed out that 
every present prospect points to lower in- 
terest rates over the longer range future 
and higher prices for investment securities. 
This judgment is based on the premise 
that commodity prices will continue their 
broad and gradual decline and that capital 
seeking investment will continue to expand. 
Now the railroads (with rates fixed) 
benefit by the lower costs brought on by 
declining commodity prices. Railroad se- 
curities will in my judgment be classed 
only second to government securities even- 
tually. To give some idea of how declin- 
ing interest rates and an improved invest- 
ment status will affect future prices of 
rail stocks let us take Union Pacific as 
an example. This standard investment 
common stock is selling around $165 per 
share, earning $17 (a large part from 
rail investment holdings) and paying $10, 
thus yielding 6.1 per cent at current prices. 
Let us assume that the yield on invest- 





ment rails due to lower interest rates is 
reduced to 5% per cent; then Union Pa- 
cific would sell above $180 for this reason 
alone and without consideration of a pos- 


sible larger dividend. Similarly if the 
yield is reduced to 5 per cent the price 
would be $200. It is my judgment that 
Union Pacific and similar investment rail 
stocks will over a period of time reach a 
5 per cent yield basis and corresponding 
price levels. I do not pretend to be able 
to predict whether that will be this year 
or later, but under existing fundamental 
conditions those who are holding rail 
stocks with no definite price in mind might 
consider holding them for that yield. 
American Telephone & Telegraph, a high 
grade investment common stock is now 
near a 5% per cent yield basis. 


For specific recommendation in the rail 
division continue to give first place to the 
dividend paying rails in the last bargain 
list, Atchison, Topeka & Santa Fe, Balti- 
more & Ohio, Bangor & Aroostook, Great 
Northern, pfd., Mo.-Kansas-Texas 6 per 
cent pfd., Northern Pacific, St. Louis-San 
Francisco, Southern Pacific, Union Pacific, 
to which Rock Island is added, followed 
by “minority” rails like Colorado & South- 
ern, New Orleans, Texas & Mexico and 
Reading. 


The tabulation below gives salient data 
on the rail stocks given first place in our 
recommendations. There are in addition 
dividend increase prospects in each case. 

















What Rails Would Sell for on a 5% Yield Basis 

Price Earn. Ratio 

Current 5% Yield per Earns. to 

Rate Price$ Yield % Basis Share Price % 
ee eee 10* 169 5.9 200 $23 13.6 
Baltimore & Ohio ...... 6 114 5.2 120 17 14.9 
Bangor & Aroostook .. 3 57 5.3 60 9 15.4 
Great Northern, pfd. . 5 90 5.6 100 10 12.0 
Mo.-Kan.-Tex. 6% pfd 6 99 6.1 120 : 
Northern Pacific ........ $ 90 5.6 160 9 10.0 
St. Louis-San Fran... 7 108 6.5 140 14 12.9 
Southern Pacific. ........ 6 109 5.5 120 12 11.0 
Uenmne PaciGe ........... 10 167 6.0 200 17 10.2 
Rock island ............... 5 78 6.4 100 11 14.1 

*Including extras. 
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The Chicago Traction Problem 





cago City Railway and Calumet & 
South Chicago Railway to pay their 
seven issues of mortgage bonds all due 
February 1, sadly fulfils the ugly predic- 
tions from officers of the companies and 
their bankers, and must deepen the distress 
and prejudices among the thousands of 
investors and the millions of car-riders who 
are concerned, although the companies’ 
officers and others responsible do not ap- 
pear keenly anxious for an early remedy. 
What are the fundamental facts that 
paved the way or were ignored, in 
creating this disaster? Is there a quick 
solution? Or must chaos be endured for 
the three or five years contemplated by 
the deposit committees who are seeking to 
gain control of the first mortgage bonds 
although the committees are dominated by 
individuals who have been closely allied 
with the debtor companies or burdened 
with conflicting obligations, 


Pee ci by Chicago Railways, Chi- 


The total property values of the tracks, 
cars, barns, miscellaneous equipment, etc., 
(including depreciation reserves $15,831,832 
idle surplus cash) is more than $163,508,- 
224, showing large equities following the 
first mortgage debts (as shown below). 

Construction and equipment for orig- 
inal rehabilitation, for various extensions 
and for renewals, all represent the best of 
standard practice at the time installed. 

Not many corporations have their capi- 
tal values established with such fairness 
and certainty as the four surface companies 
in Chicago. Allowing for maintenance and 


@ The recent developments in the Chicago traction situation are of 
utmost importance to the investing public; 


@ This first article of a two-part analysis of the situation brings to 
light many of the facts having a direct bearing on the value of 
the securities. 


By WILLIAM HUGHES CLARKE 


depreciation replacements and for real 
estate, whether useful in the business or 
carried along only for speculation, and for 
surplus reserve cash accumulations, prac- 
tically every dollar claimed as capital in- 
vestment values is earmarked periny for 
penny by the board of supervising 
engineers. 

There are now about 33 miles of track 
for each 100,000 people, compared with 
40 miles for each 100,000 people in 1910. 
The number of cars and the number of 
car-miles, shows a rather steady reduction 
year after year in those unit measurements 
of facilities and service. Frequently dur- 
ing the past two years, more than 99 per 
cent of the cars had to be kept on the 
streets at one time, thus disclosing only a 
dangerously inadequate reserve for emer- 
gencies or to replace fire and other possible 
accident losses. 


Steady Traffic Gains 


The companies have enjoyed a_ long 
record of traffic stability which shows some 
increases nearly every year since 1907. 
The increases are fairly proportionate only 
to the gains in population, and do not repre- 
sent much development of patronage sim- 
ilar to the growth of the electric industry 
through the last 20 years by the skillful 
application of electric power and light to 
a continually broadening variety of do- 
mestic and industrial purposes. The sur- 
face lines have carried mostly passengers 
who did not have the choice of 
alternative. 


any 
There has not been lately any 








Property Values 


January 31, 1926: Chgo. Railways 


EXODEIOM: cnknsicsnwsd onsen sc Orn, Loop, Waet 
ee 994 
RONUNT <b An abate c-6lk kee ewes Sar ess 2,120 
Property values, ete. ....... $84,677,327 
Idle (@3%) Reserve Cash.... 9,581,141 
Capital Investment Values*.. 94,258,468 
ere 62,785,000 


First Mertgage Bonds? 


*Without including working 
certified. tEstimated. 


Chgo. City Ry. 


capital cash 


Southern Str. fal. & So. Chgo. 


Loop & South South South 
335 17 127 
1,333 29 58 
$50,085,760 $1,616,231 $11,297,073 
5,734,210 184,669 331,811 
55,819,970 1,800,900 11,628,884 
[45 (5°. ne Ss pep 6,398,000 

balances or treasury securities, etc. {Total 


Stability of Traffic 


Years to January 31 
Revenue Pasmen@ers «2. iw ccscvccccce 


(Annual rides per capita) 
Car Miles 


1926 
842,201,453 


128,398,420 


1925 5-Yr. Avg. 1900-24 
830,151,540 772,153,386 
284 285 279 
127,213,599 114,728,605 
656 652 654 
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appreciable gains in the number of rides 
per capita. 

There is no doubt about the continuing 
necessity or street car service in Chicago 
for all the years to come so far as ‘ordinary 
forecasting can guess the future. 

The 1907 and supplementary ordinances 
in particular were considered satisfactory 
enough by First Trust & Savings Bank, 
Harris Trust & Savings Bank, Illinois 
Trust & Savings Bank, Merchants Loan & 
Trust Company and Northern Trust Com- 
pany, and to their associates, to justify 
their sales of about $90,000,000 first mort- 
gage 5s to financial institutions and indi- 
vidual investors, although the franchise 
contracts between the city and the com- 
panies and the mortgage contracts between 
the companies and their bond-holders did 
not provide any sinking fund or any other 
arrangement for payment at maturity. 
Some refunding plan to be originated later, 
was always the only chance for investors 
to get their money back when due. 

The directors of the surface system in- 
clude prominent men, connected with local 
industries and public institutions of great 


importance and wide influence, who have. 


been largely identified with the street rail- 
ways for many years, and from whom the 
public should expect a same high quality 
of financial management that is commen- 
surate with their distinguished achieve- 
ments in other lines of business endeavor. 


Increased Fares 


Earnings on the whole have been satis- 
factory, and although the companies did 
experience some lean years following the 
war, their difficulties in that respect were 
not any more serious than most utilities 
had to encounter from the same causes, ard 
in due course the companies succeeded in 
obtaining justifiable increases in fares that 
quickly restored operating results to the 
previously prosperous ratios. 


The properties have been efficiently and . 


economically operated. Salaries and wages 
have been high enough to attract and re- 
tain an excellent operating force. Plat- 
form men and other employees with which 
the public comes in contact, compare fav- 
orably with utility representatives any 
where. Power is purchased from the 
Commonwealth Edison Company, thus re- 
lieving the companies from immense capi- 
tal outlays for generating plants and 


(Please turn to page 299) 
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q@ General Railway Signal— 


q) Mack Truck— 


Speculating on Future Earnings 
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@ The falling off in 
earnings of Mack 
Truck in recent 
months is in sharp 
contrast with the 
showing made by 
General Railway 
Signal; 


@ With the stocks sell- 
ing at the same price 





levels the outlook for General Railway Signal indicates advantages to be 
had in the stock reflecting larger earnings in the future in its market 


price; 


@ Can a profitable transfer of stocks be made at current prices? 


NE of the soundest policies of 
profitable investment is the limiting 


of the selection of securities to 
those engaged in essential industries. The 
recent activity and strength of the railroad 
shares has given an undisputed recognition 
to the carriers and their relative import- 
ance in the prosperity of the country. It 
would, perhaps, be better to make a broad- 
er classification in labeling the industry as 
“transportation.” It would then include 
the many methods of moving merchandise 
and materials by rail, water, air and motor. 
Equally important in selecting securities is 
the factor of earnings or, in other words, 
limiting commitments to those securities 
with satisfactory current earnings and in- 
dicating improvement into the future. 


Sell at Same Price Level 


With these factors as a basis a study is 
made of the comparative values of the 
stocks of Mack Truck and General Rail- 
way Signal. Both are selling at around 
the same price level of $98 a share. Both 
are essential factors in the transportation 
business of the country. Both meet this 
first requirement. The earning trend of 
the two companies, however, appears to be 
taking divergent courses, with Mack show- 
ing a falling off recently and General 
Railway Signal reporting consistent im- 
provement. Both companies have consider- 
ably increased the outstanding stock in the 
past several years, but it can be said of 
General Railway Signal that it has in- 
creased earnings proportionately to justify 
for the improvement in the price of the 
shares, 

In the year ended December 31, 1925, 
Mack reported earnings of $13.62 a share 
on the 611,515 shares of outstanding stock 
and for the year ended December 31, 1926, 
an amount of $10.81 was earned on 713,434 
shares represented by a drop in net from 


$9,468,269 to $8,852,453 in the past year. 
February 26, 1927 


By WILLIAM J. HEALY 


Contrasted with this is the showing of 
General Railway Signal in reporting earn- 
ings of $11.61 a share, which were more 
than double those of $5.06 for the year 
preceding and on the same amount of stock 
outstanding. 


Poor Half Year 

It was rather alarming for a stock that 
enjoyed such a speculative following as 
Mack to note this sharp falling off in the 
last six months of the year. The specula- 
tive interest in Mack is amply demonstrat- 
ed in a turnover of 4,514,300 shares in 
1926, with a total of 713,434 shares out- 
standing. The company had_ reported 
earnings of $3.32 a share for the first 
quarter and $4.48 for the second quarter 
of 1926 or a total of $7.80 for the six 
months. It was in the following quarter 
that an attempt was made to buck the tide 
in installment buying by inaugurating a 
policy of tighter credit terms which re- 
sulted in the slump in earnings for the 
third quarter to $1.78, with about $1.23 a 
share .earned for the last quarter. A 
more direct reflection of this is given in 
the registration figures for 1925, which 
were as follows for Mack: 

















Month No. of Cars 
Ce RR Ae RE ER 607 
TELE ROL TET 563 
March 791 
Apri ........ 1,240 
REE eae Ce 1,054 
a 807 
DD oscsttitend 791 
SE OS EN 705 
ee LT 619 
October 610 
TE snes 456 
ER Race eR RE 172* 


*Eight states missing. 

From the reports at present available 
for the current year improvement is shown 
over the same period of 1926, and which 


in turn should allow for a much better 
showing than made in recent months. 
With earnings for the last six months 
not covering dividend requirements 
an immediate change is necessary if the 
stock is to maintain its present position. 
The holder of the stock could well afford 
to consider strengthening his position at 
current price levels in what appears a 
sounder speculation with a more clearly 
and favorably defined outlook. 


Net Earnings Improve 

It is notable that in the remarkable rec- 
ord made by the railroads in the past year 
that the increase in gross business was far 
surpassed by the improvement shown in 
net earnings. This was accounted for to 
a large extent by efficiency in operation, 
augmented by the increased use of im- 
proved block signals, interlocking equip- 
ment and car retarders—the products of 
General Railway Signal Company. This 
company was itself benefited to a large de- 
gree by the extended use of its products 
and was able to make the very satisfactory 
showing that it did. Net in the past three 
years has doubled each year over the pre- 
ceding period and though the stock has 
been split on a 5 for 1 basis in that time 
the earnings have given justification for 
the advance in the price of the stock and 
the outlook augurs well for further con- 
tinued improvement. In the November 15, 
1924, issue of THE FINANCIAL Wor p the 
stock of General Railway Signal was rec- 
ommended at $80 a share, which in its pres- 
ent price of $98 represents an advance to 
$490 a share, with the equivalent of $25 a 
share being paid in annual ‘dividends and 
a better rate to. be anticipated with earn- 
ings on the uptrend. The improvement 
that has been recorded is best summarized 
in the net earnings per share applicable 
to the present amount of stock outstand- 

(Please turn to page 288) 
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ITH the changes and shifts of 
WW industrial life, at intervals New 
England has undergone drastic 
readjustment, but it has always been fol- 
lowed with extended eras of substantial 
prosperity. Such a _ reawakening after 
many years of industrial uncertainty is 
occuring at the present time. Once again 
New England has grasped control of itself, 
and is well on the way to a new pros- 
perity. This improvement has already 
been reflected in the affairs of the leading 
railroads of this section of the country, 
and within a reasonable period of time it is 
probable that the stocks of these roads 
will again take their places among the list 
of attractive sound investments. 


In the regaining of sound prosperity, 
which of the New England railroads will 
show the most rapid recovery? It is the 
purpose of this article to review briefly 
the record of this group during the past 
year, and to discuss the possible future 
prospects of the rail stocks effected. In 
the New England group may be included 
New York, New Haven & Hartford, Bos- 
ton & Maine, Maine Central and Bangor 


@ After many years of industrial uncertainty, New England 
is reawakening to an era of prosperity; 


@ This improvement has already been reflected in the affairs 
of the leading railroads and within a reasonable period of 
time the stocks of these roads will again take their places 
among the list of sound investments. 


@ In the regaining of sound prosperity, which of the New 
England roads should show the most rapid recovery? 


By A. WESTON SMITH, Jr. 


& Aroostook. Other railroads serving this 
territory are either controlled by one of 
the several foregoing roads, or are of no 
market significance. 


All of the New England railroads with 
the sole exception of Bangor & Aroostook 
went through an exceedingly trying period 
when released from Government control 
in 1920. This depression lasted until after 
1923 when joint-rate divisions with the 
Eastern trunk lines were revised in favor 
of the New England roads, and with the 
trend toward lower maintenance and trans- 
portation costs with increasing efficiency, 
the recovery was rapid. 


Expense Ratios Lower 


In the accompanying tabulation an 
examination of maintenance ratios for the 
years of 1926 and 1925, shows a decrease 
for Bangor & Aroostook and Maine Cen- 
tral. It will be noted that Bangor & 
Aroostook has the highest maintenance 
ratio of the group, which compares with 
the exceedingly low transportation and 
operating ratios. In transvortation and 
operating ratios, all roads showed varying 


decreases over the previous year with 
Bangor & Aroostook showing the lowest 
ratios in this comparison. Attention should 
also be called to the fact that in oper- 
ating ratio Maine Central has chopped off 
almost 29 points from its peak of 106 per 
cent in 1920, which betters the showing 
of Bangor & Aroostook by about 4 points, 
and almost equals that of Boston & Maine 
and New Haven. 

A further study of this tabulation re- 
veals the fact that all the roads, with the 
exception of Boston & Maine, showed an 
increase of at least 1 per cent in gross 
revenues; and after expenses Bangor & 
Aroostook and Maine Central make a re- 
markable showing with 10 per cent and 7 
per cent increases respectively. Whereas 
New Haven with its 2 per cent increase in 
gross shows a falling off of % per cent 
in net. 

The increases or decreases in net oper- 
ating income are reflected in earnings per 
share of common stock. Once again 
Bangor & Aroostook makes the largest 
gain with $8.68 a share earned in 1926 


(Please turn to page 29) 








Bangor & Aroostook 
Boston & Maine 

Maine Central 
N. Y., N. H. & Hartford 





1926 


Bangor & Aroostook. 
Boston & Maine 
Maine Central 


rate. 





1926 


*Gross Revenues Inc. Net Ry. Op.Income Inc. 
(000 omitted ) or 
1925 


6,862 
81,625 81,629 
20,424 20,071 
N. Y.. N. H. & Hartford....135,066 132,266 


*Including other income. . {Preliminary report. 


Comparative Expense Ratios of New England Railroads | 


Maintenance 
1925 * Av. 1926 . 1925 
%o %o Jo %o 
39.0 41.5 26.9 27.5 
31.9 35.1 39.3 40.2 
34.3 36.1 39.9 40.0 
33.7 35.8 34.3 35.3 





*Eight-year average, 1918 to 1926 inclusive. 


Comparative Earning Statistics of New England Railroads 


(000 omitted ) or 
Dec. 1926 1925 Dec. 
$ $ $ %o 
1,890 1,707 +10 
12,841 12,407 + 3 
1,270 1,177 +7 


+2 23,204 23,324 —% 


Transportation 


Earned per sh. 
on common 
+1926 

$ 


8.68 
‘7Al 
9.33 
5.24 





Operating-————_ 
1926 1925 *Ay, 
% % % 
69.7 71.6 79.5 
76.3 77.1 87.8 
77.5 78.1 89.1 

73.6 73.8 


*Ay, 








Current 
Price 


1925 
$ 
6.22 
6.90 
8.54 
472 55 


ee es Oe Earned 
&® DO 
uni > Sto Mkt. 

: Dividend 
3 3 eo > 


BUw 


8.4 


7 


{Two special dividends of $1 a share each paid in 1926, no regular 
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q@ General Motors— 


The New Industrial Leader 


@ The stock of General Motors Corporation has received 
consistent recommendation in the “bargain lists” from 
around $56 a share to its inclusion in the most recent list at 


$146 a share; 


C By its record of improving earnings at a greater rate than 
the advance in the market price of the stock justification is 
given to the increased values; 


@ What are possibilities to be had in the stock at current 


price levels? 


By PAUL SEBESTYEN 


ET earnings of General Motors 
Corporation of $21.80 per share 
in 1926 place it far ahead of Amer- 
ican Telephone and Telegraph or the 
United States Steel Corporation. If one 


judges by earnings and future prospects, — 


this corporation is one of the most soundly 
established leaders in the country. 


Despite the fact that all other companies 
combined sold fewer cars in 1926 than in 
the year previous, General Motors in- 
creased its sales 47 per cent from 827,056 
in 1925 to 1,215,826 last year. This is a 
gain of 388,370 compared to an increase 
of only 116,355 cars for the entire atto- 
mobile industry with General Motors in- 
cluded. 


In volume as well as in value of output 
this company is the largest automobile 
manufacturer and is now outdistancing 
Ford. Present indications of estimated 
probable production for the first 90 days 
of 1927 place it further ahead of Ford. 
This production indicates an approximate 
schedule of 70,250 for Buick and 242,000 
for Chevrolet which are but two of Gen- 
eral Motors’ six producing units compared 
to Ford’s estimated output placed at about 
300,000 for the same period, Besides the 
Buick and the Chevrolet cars, General 
Motors manufactures the Cadillac, Oak- 
land, Oldsmobile, Pontiac and there is talk 
of introducing an additional model which 
would bring the number to seven. Gen- 
eral Motors covers the entire price field 
from high grade to inexpensive automo- 
biles with many of its factories operating 
on a day and night shift, whereas the Ford 
plant is working on a five day week read- 
justment plan. 


Foreign Business 


The overseas selling organizations of 
this company involve an investment of 
Some $30,000,000 and are spread over 104 
countries of the world with about 5,000 
dealers which compare with 18,000 Gen- 
eral Motors dealers in the United States. 
Foreign shipments are reported to be run- 
ning 50 per cent ahead of last year and this 
forward looking development of world- 
wide markets would prove a wonderful 
help in the event that the famous “satura- 
tion point” in this country of the pessi- 
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mists and skeptics did materialize. The 
saturation point in the United States seems 
to be a long way off yet with our pros- 
perity innovations of “two cars to a fam- 
ily,” our change from open to closed cars, 
the trend toward style in cars and our 
normal rapid replacement and scrapping 
of the older machines. 


Diversified Products 


In addition to passenger automobiles, the 
General Motors Corporation has many 
other lines such as Frigidaire, Ethyl Gaso- 
lene, Yellow Truck and Coach, Hertz 
Drivurself, General Exchange Insurance 
Corporation, a number of realty companies 
and investments in many other miscel- 
laneous organizations connected with its 
manufacturing divisions. The General 
Motors Acceptance Corporation simplifies 
the problem of automobile financing, by 
purchasing the acceptances received from 
dealers thus permitting wide extension of 
partial payment credits. Through diversi- 
fied interests such as Frigidaire, which 
produces about 60 per cent of the world 
output of refrigerators, General Motors is 
being fortified with profitable ventures in 
various fields which promise to vie with 
the profits obtained from the automobile 
industry itself. 


Last week the corporation sold an addi- 
tional -$25,000,000 par value 7 per cent 
preferred stock at $120 a share (redeem- 
able at the option of the company for 
$125) thus bringing total 7 per cent pre- 
ferred stock outstanding to $130,333,200. 
There is now 4,746,000 of 6 per cent pre- 
ferred and 6 per cent debenture stocks and 
8,700,000 no par new common stock on an 
$8 dividend basis. Although General 
Motors had cash and marketable securities 
of $135,398,386 on December 31, 1926, 
strengthening the working capital position 
was evidently thought desirable. 


Cash used for retiring obligations of the 
recently acquired Fisher Body Corpora- 
tion, financing of plant extensions, invest- 
ments in subsidiaries and creation and in- 
troduction of new models have required an 
outlay estimated at over $100,000,000 in the 
past year. The additional preferred stock 
was probably issued to reimburse the com- 
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pany for these expenditures and bring 
about a stronger cash position. 


The company has no funded or bank 
debt but has guaranteed $11,224,000 bonds 
of the General Motors Building first mort- 
gage serial 7s, due each November 1 to 
1946. Current assets as of September 30, 
1926, amounted to $373,566,000 and current 
liabilities were $120,770,000, leaving net 
working capital of $252,796,000 compared 
to working capital of $195,559,000 at the 
same time in the previous year. General 
Motors is in a strong financial position 
with working capital now improved by the 
new preferred issue and net income avail- 
able for preferred and debenture dividends 
was approximately 23 times requirements 
for the year ending December 31, 1926. 


An interesting feature about General 
Motors is that it is one of the few Ameri- 
can corporations issuing debenture stock. 
This stock has a guaranteed rate: of divi- 
dend, no more binding however, than the 
cumulative clause, since the guarantor is 
the assuming company and must therefore 
not be confused with guaranteed . stock. 
It ranks equally with preferred stock as to 
assets and dividends but in the event of 
default in dividends for six months, the 
debenture stock assumes sole voting power 
as long as default in the dividends con- 
tinues. 


Is Stock Still Undervalued? 


What are the speculative possibilities for 
General Motors stock at present prices? 
In the last Bargain List in the January 29 
number of THE FINANCIAL Wor tp, Gen- 
eral Motors was included at 146. The 
stock is now selling 10 points higher, being 
quoted at 156. At this higher price the 
$8 dividend gives a yield of 5.13 percent 
excluding extras. The financial position 
and future prospects at current prices help 
to show more clearly the speculative po- 
tentialities that still appear to be dormant 
in this excellent motor stock. 

Strong industrial units like General 
Motors can operate profitably where 
weaker ones cannot maintain the stride. 
Unquestionably the motor industry is fac- 
ing a period of keen competition and price 


(Please turn to page 292) 
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The ratings used tn this department are taken from Guenther’s Appraisal of Listed Stocks 





Miscellaneous Industrials 





American La France— 
Rating “C” 

American La France reports 90 cents a 
share earned in 1926 compared with $1.59 
in 1925. These earnings are exclusive of 
$792,000 received from the Government in 
rebates on Federal taxes paid. The com- 
pany’s fire engine business is reported to 
be holding up well but its expansion into 
the motor truck field has not yet proved 
profitable. 


Briggs Manufacturing— 
Rating “B” 

Reports became current in the financial 
district that a merger is proposed between 
Briggs and Murray Body but thus far no 
official information is available. 


J. I. Case— 
Rating “B” 

J. I. Case reports $20.06 a share earned 
on its common stock in 1926 compared 
with $10.64 a share in 1925. The com- 
mon stock has been placed on a $6 annual 
dividend basis. 


Century Ribbon Mills— 
Rating “D” 
Century Ribbon Mills reports a loss of 
$156,000 in 1926 compared with a profit of 
$309,000 in 1925. 


Collins & Aikman — 
Rating “B” 

Collins & Aikman has called the con- 
vertible preferred stock for retirement 
May Ist at 110 and accrued dividends. 
Those holding this preferred issue should 
either convert it into common stock or sell 
their preferred before May Ist. 


Dome Mines— 
Rating “C” 

Dome Mines reports $1.40 a share earned 
in 1926 compared with $1.69 a share in 
1925. The speculative factor here is the 
probable life of the property. 


Federal Motor Truck— 
Rating “B” 

Federal Motor Truck reports $2.98 a 
share earned in 1926 compared with $3.00 
a share on a similar capitalization in 1925. 
The company has charged off very heavy 
machinery, reorganization and moving ex- 
penses necessitated by providing a progres- 
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sive line assembly for chassis. It is ex- 
pected that the more efficient operations 
thus made possible will be reflected in 
better net earnings for 1927. 


Fleischmann Company— 
Rating “A” 

Fleischmann Company reports $4.08 a 
share earned in 1926 compared with $3.07 
a share in 1925. The dividend rate has 
been increased to $3 a share yearly. 


General Motors— 
Rating “A” 

General Motors reached a new high price 
for the current year, a reflection of fur- 
ther gains in sales and prospects for 
another substantial extra dividend before 
long. 


General Outdoor Advertising— 
Rating “A” 

General Outdoor Advertising common 
stock advanced very sharply into new high 
ground during the past week. Reports 
indicate that the company has in prospect 


a record breaking volume of business for 
1927. 


Granby Copper— 
Rating “B” 

Granby, which has been repeatedly recom- 
mended as one of the most attractive 
speculations in the copper industry, 
reached a new high price for all time dur- 
ing the past week. Early dividend inaug- 
uration is expected. 








Rating Changes 

Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up to date. 
American Looe. .....00.2.....! BtoA 
American Drug 
American Snuff 
Atlas Powder 
Auto Sales (Com) 
Bon Ami 


Lehn & Fink 
TE BtoA 
National Dairy 

Simmons 

‘Warner Bros. 

Amer. Mach. & Fdy. pfd. ....BtoA 
Nat. Cloak & Suit pfd. ............ CtoB 
Nat. Enameling, pfd. ............ AtoB 




















Household Products— 
Rating “A” 

Household Products reports earnings of 
$5.21 a share in 1926 compared with $4.45 
a share in 1925. The company substan. 
tially improved its financial condition dur- 
ing the past year by increasing its cash 
and Liberty Bond holdings and decreasing 
its accounts payable. 


Houston Oil— 
Rating “C” 

Houston Oil reports $6.77 a share 
earned in 1926 compared with $3.25 a 
share earned in 1925. The stock has had 
a spectacular advance but of course it 
has been subject to similar movements in 
times past. 


International Business Machine 
Rating “A” 

International Business Machine, which 
has been constructively discussed from 
time to time in THE FINANCIAL WokLD, 
has increased its dividend rate to 4 a 
share yearly. 


Intertype— 
Rating “B” 

Intertype reports $2.07 a share earned 
in 1926 compared with $3.92 in 1925. The 
company is understood to have spent con- 
siderable money in endeavoring to develop 
sales during the past year. The stock 
rallied sharply after these earnings were 
reported. 


Kelly Springfield— 
Rating “D” 
Kelly Springfield reports a deficit of 
$3,440,000 in 1926 compared with a profit 
of $1,453,000 in 1925. 


Loft— 
Rating “D” 
Loft reports a net of 5 cents a share 
in 1926 compared with 30 cents a share 
in 1925. 


Motor Wheel— 
Rating “C” 
Motor Wheel reports $2.81 a share 


earned in 1926 compared with $4.32 4 
share in 1925. 


National Cloak & Suit— 
Rating “D” 
Negotiations have been completed fot 
the merger of National Cloak & Suit with 
(Please turn to page 293) 
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HE outstanding feature of the bond 

market over the past week was the 

price changes registered in the 
Government group, although the demand 
for those issues was not appreciably great- 
er than it has been in recent periods. In 
a single day new highs were made by 
three individual issues—Treasury 4s sell- 
ing up 107.1 with the 4%4s reaching 111.13, 
Treasury 334s at 104.12, and Liberty 3%s 


at 101.17. Such strength is a clear indi- 
cation of the fact that the Government 
will have no difficulty in floating its forth- 
coming issue of bonds or notes. 

Foreign bonds generally were slightly 
easier. There was no great pressure and 
sales prices were in most cases without 
special significance. Good demand de- 
veloped for Italian issues, which closed the 
week with advancs of a point or more. 


Mexican bonds also came in for a good 
turn-over, registering fractional gains dur- 
ing the fore part of the week but later 
losing ground and hanging about their 
former levels. 

The market for standard industrial is- 
sues was on the whole listless, features 
being provided only by such special issues 
as those having conversion privileges or 

(Please turn to page 288) 








Name of Issue 


Aluminum Co. of Am., 
Beaumont Gas Lt. Co., 


1st 6s, 
Harwood Elec. Co., 


1944 


Liberty Farms Co., ist 6%s, 1927 


Peninsular Stove Co., Ist 6s, 1934 
Scranton Gas & Water Co., deb. 5s, 


United Steel Wks., 25-yr. 7s, 1951 








12-yr. deb. 7s, 


lst & ref. 30-yr. 
Indiana Pipe Line Corp., 1st 6s, ser. E, F, G, H, J & R, 1927-30.... 


McClure (Geo. I.) Corp., Ist 614s, 1934-36 
Marinette & Menominee Paper Co., 1st 7s, 1936 
Markham (E. A. & Ethel M.) 7% notes, 1922 
Nichols & Shepard Co., 10-yr. conv. s.f. 6% notes, 1937 


Southwestern Gas & Elec. Co., gen. 6s, 1957 
22 East 38th St. Apt. Bldg., Ist 6%s, 1928-30 


ae 


Bonds Called This Week 


(Except in the case of entire issues called, amounts called of less than $10,000 are not included) 


Amount 
Called 


Entire 
Entire 
30,000 
Entire 
30,000 
82,000 
52,500 
Entire 


1933 


6s, 


ee | 
er Y 


ee] 
ee 


re 


SN iacaniess-neninnasents 


ee ey 


ee) 


a-Plus premium ranging from % to 5% according to maturity. 


New Bond Offerings of the Week 


(New offerings aggregating less than $1,000,000 are not included) 


Amount 
Name of Issue Offered 
Atjerten Corp, CThe), 6% conv. Geb. 1048 occccencsiccsiiceececeesens 2,000,000 
Antioquia (Dept. of), 20-yr, ext. sec. s.f. 7s, ser. C, 1945 ......... ° 2,500,000 
Arcade Bldg. & Realty Co., lst mort. Ishld. s.f. 6s, 1947 .......... 1,200,000 
Chis Dining Mall Co., 4-90. S% motem, 1981 ...ccccsesccscceses ° 1,400,000 
ees) er, Oe, MS oii os cc isc cc wise pis weitialeinedicwweeios - 15,000,000 
Poneman. fey Gee, TE OC, SOOM TORRRTE oii se die cv ccsacdceencscceses 1,900,000 
ee Sees See, Fe MONE, ie. BOG his deb nne ec enswacewccecee 1,700,000 
Gen. Am. Tank Car Corp., &% equip. tr. ctfs., ser. D 19. .....cc00¢ 1,200,000 
Interstate Zinc & Lead Co., 5-yr. s.f. deb. 7s, ser. A, 1932 ........ 1,000,000 
Milwaukee Gas & Lt. Co., Ist mort. £4568, 1067 «0... cccccccccesscce 11,500,000 
Nichols & Shepard Co., 10-yr. s.f. conv. 6% notes, 1937 ............ 2,000,000 
Northern Ohio Tel. Co., Ist mort. 30-yr. s.f. 5%s, ser. A, 1957 . 1,200,000 
Norwich & Worcester R. R. Co., Ist mort. 4%s, 1947 ............ 1,800,000 
Perth Amboy (City of), NM. J... 4366, B9ES=O0: 2c cciccccsccccccvieccces 1,194,000 
oe en ee ee et Sie stelateeceves 3,000,000 
Rosser Creek, Beye BE MO GH, BOST  occicc cesecccasivecccsvcs 5,500,000 
St. Louis Refrig. & Cold Storage Co., 1st mort. s.f. 6s, 1942 .. 1,000,000 
Seaboard Air Line Rwy. Co., Ist & cons. mort. 6s, ser. A, 1945.... 5,000,000 
Seaboard All-Florida Rwy., 1st mort. 6s, ser. B, 1935 ............ 2,000,000 
Southwestern Lt. & Pwr. Co., Ist mort. 5s, ser. A, 1957 .......... 6,500,000 
Tide Water Assoc. Transport Corp., ist lien 10-yr. s.f. equip. 5s, 
| RR Rise a ae Ren an ear rr ee ee eae 1,800,000 
United Rwys. & Elec. Co. of Baltimore, 3-yr. 6% notes, 1930...... 2,500,000 
United Telephone Co., 1st mort. coll. tr. 68, 1947 .......-cccccceves 1,400,000 


Call Date 
Price Payable 
105 Ape. 2, 1927 
101 June 1, 1927 
107% Mar. 1, 1927 
101% Apr. 1, 1927 
102 Apr. 1, 1927 
102 Mar. 15, 1927 
105 May 1, 1927 
101 Mar. 1, 1927 
101 Mar. 1, 1927 
100 Apr. 1, 1927 
105 May 1, 1927 
a-100 July 15, 1927 
100 Apr. 1, 1927 
Interest Price or 
Dates - Basis Yield 
I-& JI 9714 6.25 
J.& J 96% 7.35 
evacntce 100 6.00 
M. & S. 99 5.28 
M. & S. 91% ad 
J. & J. 3 4.15-4.35 
J. & J. 100 6.00 
F. & A. 100.483-100.750 4.00-4.73 
J. & JF. 100 7.00 
M. & S. 93.75 4.85 
F. & A. 97% dics 
F. & A. 100 5.50 
M. & S. 98% ae 
A. & O. 15 eng 4.10-4.35 
M. & S. 101-102 4.125-4.155 
YP. & A. 99 6.05 
J. & J. aie Pe 
M. & S. 98% 6.10 
FP. & A. 97% 6.30 
F. & A. 97 5.20 
F&Alib 98% na 
M. & S. 99%4 6.28 
F. & A. 99% wer 
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A Guide for Preferred Stock Purch 
HIS compilation of income producing preferred stocks is a regular monthly feature of THE FirnanciaL Worwp. The 
securities included are reviewed from time to time and comments and changes made as they may become advisable. 
All of the issues are listed on the New York Stock Exchange, and the major portion of them enjoy a high degree 
of marketability. The list is intended to serve as a guide for those investors who wish income primarily, but are also in- 
terested in market appreciation as interest rates recede further. It must be borne in mind that, in the purchase of preferred 
stocks, the principle of diversification is as important here as it is in the case of common issues. Erie Steam Shovel conv. 
pid. has been added to the compilation as shown last month. Attention is directed to the fact that Collins & Aikman 7% 
conv. pid, has been called for redemption May 1 at 110, and holders should either sell in the open market or take rauten 
of the conversion privilege before that date. 
HIGH GRADE 
Recent Call Payable Earnings Earnings Rating 
RAILS Par Price Yield Price Dividends 1925 Est. 1926 Guenther’s 
Atch., Topeka & Santa Fe 5% non-cum. ........... 100 100 5.00% Noneall. F.&A.1 $37.17 $50.21 A 
Baltimore & Ohio 4% mon-cum, ..........-2eeeeees 100 16% 5.21 Nonecall, Q.Mr.1 35.33 50.45 A 
Bangor & Aroostook 7% cum. .........ccccccccccce 109 106% 6.57 110 Q. Ja. 1 20.79 26.29 A 
Chic. & Northwestern 7% non-cum. ...........0e. 100 132 5.30 Non call. J.&D. 31 48.16 53.10 A 
(Receives 3% after com. rec. 7%; partic. equally 
after each class rec. 10%) : 
New York, Chic. & St. Louis 6% cum., series A..... 100 103% 5.80 110 Q. Ja. 1 24.96 45.03 A 
Pere Marquette 5% cum. .......e00. een sens sbaek, Nae 90 5.55 100 Q. Fe. 1 47.31 57.72 A 
Deion Pace 65) MOM-OWM.. oon. ccecsicvcccceevcese 100 80 5.00 Non call. A. & 0.1 38.40 47.28 A 
UTILITIES 7 
Columbia Gas & El. 6% cum., series A........ secae 200 101 5.93 115 Q. Fe. 15 427.66 x$33.80 A 
Dey CoD; BS GR. ox oon enn 05000460 655 eee OOS - 100 71% 5.58 106 Q. Ja. 1 10.80 x9.25 A 
Pee ee. Co ONT, accusers enessanenbanen es esses ane 118% 5.90 120 Q. Ja.1 34.37 c30.72 A 
North American ©€o0. 69 CUM. 2...6vcccoscesescesse 50 51 5.88 52% Q. Ja. 1 21,91 x28.94 A 
Penis Dery. Worn. 1. J.) BS COMA. skvececasecceas 100 126 6.35 Non call. Q. Mr. 31 723.78 eee A 
Philadelphia Co. 6% cum. ........... (esebeeebwa sn 50 51% 5.82 Non call, M.&N.1 23.53 A 
INDUSTRIALS 
I a ee ers inbeesae) ee 128% 5.45 Non call, Q. Ja. 1 39.75 33.31 A 
RISTISa Te Foe: GR. oiiccbsedenenekeeebeene 100 133 5.27 Non call. Q. Fe. 15 378.59 ee A 
Amarican Smelt. & Ref. 19 CUM... c.secccicccesvves 100 121 5.80 Non call. Q. Mr. 1 30.38 b17.71 A 
Ore OOO RCIS FF CMT. 6.300 s eee einsesesccconunss 100 129 5.43 Non call. Q. Ja. 15 28.86 c24.42 A 
SaPont $9 CMM. GOD. .ocscwsaccesveucss ivekan sen as® 100 107% 5.60 125 Q. Ja. 25 35.13 54.95 A 
Endicott-Johnson 7S CUM. ....cecccecscsevecs ry 100 118 5.92 125 Q. Ja. 1 34.45 b13.62 A 
Gon. Biseivic SF LUM. BOOIR] cc cc cn ccccceccvswesesec 10 11% 5.33 11 Q. Ja. 15 10.82 c7.40 A 
[oon ee Ee GIN, Sinn te een oss 6 e5 shee oo eSSS bn 100 120 5.81 125 Q. Fe. 1 101.78 c130.24 A 
International Harvester 7% Cum. ..........seeeceee 100 127% 5.49 Non call. Q. Mr. 1 32.98 am A 
International Nickel 6% mnon-cCum. ...........2-2008 100 106 5.57 Non call, Q. Fe. 1 cose c45.88 A 
ee ey ee ee ee (shes thee eee 100 129% 5.40 Non call. Q. Fe. 26 25.10 x32.36 A 
Wertinebouns: Fl. BF PRTG... ..oavccccn send sso seenen 50 83 4.82 Non call. Q. Mr. 31 $176.58 e69.67 A 
(Cum, to $3.50; partic. equally with eum.) 
MEDIUM GRADE 
Recent Call Period 
RAILS Par Price Yield Price Earnings 
Chic. Rock Island & Pacific 6% cum. ....... Se 100 98 6.12% 102 J. &D. 30 $12.77 $20.60 A 
Gulf, Mobile & Northern 6% cum. ........cceeeeees 100 108% *6.58 Non call. Q. Ja. 1 11.37 11.55 A 
(Accumulated dividends, 17%%) 
Kansas City Southern 4% non-cum. ...........2008. - 100 67% 5.93 Non call. Q. Ja. 15 9.96 17.72 A 
Mo.-Kansas-Texas 6% (7% after 1-1-28) cum. .... 100 99 6.11 110 Q. Fe. 2 23.54 21.99 A 
New York Dock 5% non-cum. partic. ............6. 100 73 6.87 Non call. J. & J.15 6.11 c4.90 B 
(Partic, equally with com. after latter rec. 5%) 
St. Louis-San Francisco 6% non-cum, ..........00% 100 97 6.12 100 Q. Fe. 1 94.77 135.52 A 
St. Louis-Southwestern 5% non-cum. ........ee0008 100 82% 6.08 Non call. Q. Ja. 2 11.96 12.10 A 
Wabash (5%) partic. Cl. A (mon-cum.) ..........6.- 100 88% 5.66 110 Q. Fe. 25 11.50 11.87 A 
UTILITIES 
Brooklyn-Manhattan Trans. $6 cum. ......eeseeee0% No 7% 6.87 100 Q. Ja. 15 20.34 x23.04 A 
ce Ds ee ee ee a eee re ° No 97% 7.19 110 Q. Ja. 1 712.75 +*:0e A 
Engineers Public Service Ist $7 cum. .............. No 98 7.15 110 Q. Ja. 1 T 7.53 re B 
Hudson & Manhattan 5% conv. non-cum, ........+. 100 82 6.10 Non call. F. & A. 15 34.12 x40.33 A 
(Conv. into com. at 110) 
ER eeys eS ee Gl) oD MORIN, asin ee sbene seed sene 50 59 6.77 Non call. Q. Mr. 15 14.00 Ne A 
INDUSTRIALS 
American Woolen 7% cum. ......... ‘ceca ns eee eee - 100 80 8.75 Non call. Q. Ja. 15 1.89 sake B 
Armour (Del.) 7% eum. guar. ..... ekhesehee neues 100 96 7.30 110 ©. Ja.i Guar. Guar. A 
Bushs Term. T% COM: Ged. ..iciscvcccve <hesbbaauns 100 94 7.45 115 Q. Ja. 15 16.01 e11.59 A 
CAVE SS CO.. a xoic eens cdecenss bekbebeon sae eeeen No 104% 7.67 115 Q. Ja. 3 78.27 c62.66 A 
ee ET ie dep a ee 100 102 6.87 110 Q. Mr. 1 38.93 c66.88 A 
Crucible Steel 7% cum. ...... :ebesceeeeeeeseennee 2a” 106 * 6.60 Non call. Q. Mr. 31 22.81 x26.19 A 
ge a ee eee ee 100 85% 7.01 Non call. Q. Ja. 15 33.23 aioe A 
MARREY B9b GR. soc csessccnnns Sse eSSSESROS ENED S SO 100 82% 9.70 115 Q. Mr. 1 20.92 x10.53 A 
Metro-Goldwyn-Mayer 7% Cum. ..........eeese08 > 27 26 7.76 27 Q. Mr. 15 10.90 x16.94 A 
Republic Iron & Steel 7% cum. .....ccesecvece ree | 101% 6.90 Non call. Q. Ja. 1 15.25 x20.26 A 
U. S. Industrial Alcohol 7% cum. ..... bos bee eb ees 100 109 6.42 125 Q. Ja. 15 33.98 cas A 
3. BS: Beer AG SA WPM, os ov 0.0 0 040 5010540008%0 100 109% 7.32 Non call. Q. Fe. 15 26.56 b7.55 A 
Victor Talk. Mach. 7% cum. prior ..... cneseene sae 100 98% 7.10 115 Q. Fe. 1 o0 0% n35.00 A 
SPECULATIVE 
Recent Call Payable Earnings Earnings Rating 
; Par Price Yield Price Dividends 1925 Est. 1926 Guenther’s 
Bape ek B55 Sele. WG. oink cin snainesds0e% seen in 2 102 6.88% 110 Q. Ja. 15 $34.83 x$52.38 A 
(Rec, add. $1 after com. rec. $4)...... . Seis i 
ee ee ee ee a - 100 107% 6.50 110 Q. Fe. 1 732.53 poet A 
(Partic. equally with com. after latter rec. $7) 
Continental Baking 8% Cum. ....ccossceccsrseces peese Bee 93 8.60 110 Q. Ja. 1 17.02 x12.62 B 
Goodyear 7% cum. (25% back div.) ees ee oeeeees mee 101% *9.18 110 Q. Ja. 1 30.59 x11.68 A 
Manhattan El. Ry. 5% Mod. Guar. ......cccccccccsces 100 51 9.80 Non call. Q. Ja. 1 Guar. Guar. Cc 
Reading 4%. mOn-DaM. BRA 2. .sccccveveccssecenseosses 50 48 4.16 50 Q. Fe. 13 19.11 x54.08 A 
(Conv. % into com. and i ‘into 1st pfd. “at op- i 
tion of co.) 
U. S. Smeiting & Ref. 7% cum. ........ (obese eeeeees 50 47 7.45 Non call. Q. Ja. 15 5.97 p6.84 A 
Virginia Carolina Chem. 7% eum. prior ......... cooe 100 85 8.25 110 Q. Mr. 1 #m17.54 ee B 
Willys Overland 7% cum. ..... bssedveenseseese. BOO 90 7.77 110 Q. Ja. 1 51.80 c59.65 B 
Wilson 7% non-cum. (cum. after 11- a BED Gssesans eve - 100 84% 8.30 110 Q. Fe. 15 ee x14.05 B 
CONVERTIBLE 
Collins & Aikman 7% conv, cum. (called May 1)..... 100 151 4.63 110 Q. Fe. 1 61.71 269.65 A 
(Conv. into 2 sh. com.) 
Erie Steam Shovel 7% CONV. CUM. ...eeccceccccccceee 100 106 6.60 110 Q. Mr. 1 765.30 can: A 
Famous Players 8% COMV. CUM. ...cccccccsccccecsess 100 120 6.67 120 Q. Fe. 1 71.48 045.50 A 
(Conv. into 7% sh. com.) 
Victor Talk. Mach. $6 conv. cum. .......... [eeeeeene: ee 91 6.60 110 Q. Fe. 1 eee n47.48 B 
(Conv, into 2 sh. com. after 10-1-27) 
White Sewing Mach. $4 cum. CONV. ......ccccesseeeee NO 46% 3.54 55 Q. Fe. 1 11.55 x11.97 B 
(Conv. into com., sh. for sh.) 
a-ist quarter. b-6 months. c-9 months. e-4 months. f-8 months. g-10 months. h-24 weeks. k-48 weeks. m-13 months. 
n-estimated 1926 earnings. p-11 months. x-1926 calendar year. *After deducting back dividends. 741926 fiscal year. 
Ru 
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By LOUIS GUENTHER 


Wall Street, with its usual tend- 
ency to act first and think after- 


Rate 
Case wards, jumped to the conclusion 


Decision that the Supreme Court held that the 
Interstate Commerce Commission 
valuation of the Los Angeles & Salt Lake railroad was 
legal and could not be amended and set in to sell rail- 
road stocks without any discrimination as to their indi- 
vidual merits. But this onrush of selling did not last 
long. The turn came as suddenly when upon more 
mature consideration the financial community discov- 
ered that the kernel of the case had not been touched 
upon at all. The court simply held that the Commis- 
sion was performing for rate-making purposes a func- 
tion with which Congress had vested it and that the 
railroads had no case as yet because they had not yet 
been damaged. 

There is a sound principle in law that no action for 
damages can be sustained unless an actual loss can be 
proven. In its decision the Supreme Court acted on this 
principle. In the absence of any such proof it con- 
tended the lower court should have dismissed the case 
of the Los Angeles railroad for proof was lacking that 
the Commission’s valuation of its property had resulted 
in any loss. 

This leaves the railroads free to institute another ac- 
tion whenever the Commerce Commission enforces its 
valuation on a railroad provided such an appraisal is 
considered as not representing its real worth. That 
question is far different than simply the problem Con- 
gress has entrusted to the Commission of determining 
a valuation base on which a practical ratemaking pro- 
gram could be formulated. 


i 
Values made the rails snap back. 


* * * 


There is no such sound thought 


MeNary- prevailing in our Congress, judging 
Haugen from the speed it adopted in pass- 
Hoax ing the McNary-Haugen farm bill, 


as the impossibility of price fixing 
for basic commodities. Since the organization of so- 
ciety, experiment after experiment has been tried along 
this line and invariably time, the accurate test of all 
Such socialistic schemes, has demonstrated its ab- 
surdity. 

The last time the experiment was tested was during 
the war when President Wilson put a top price on 
wheat. It was called a war measure, intended to en- 
courage farmers to grow this important farm staple. 
This it did. Farmers were making so much money 


from the growing of wheat they became land greedy 
and were induced to pay inflated prices believing wheat 
would always sell around $2 a bushel. 


A financial headache resulted from this delusion 
when the pegged price for wheat was dropped, the 
cessation of the war making this provision to encourage 
wheat cultivation no longer a necessity. The price of 
farm lands fell rapidly to a more proper valuation. 
Then the farmer awoke to find he had been gambling 


on an uncertainty. The process of readjustment is not 
yet completed. 


In face of that lesson Congress returns to the experi- 
ment despite the warnings from President Coolidge 
and Secretary Mellon that it is playing with fire. In- 
stead of benefiting the agricultural interests of the 
country this bill is but laying another mine under it if 
it should finally become a law. As was generally 
anticipated, President Coolidge vetoed the bill promptly 
when it came to him. 


* * * 


It’s not Bull Run. It’s a Bear flight. 


* * * 


If taken from the standpoint of 
indicating the volume of business 
the country handled in 1926, the 
majority of the annual reports of 
corporations now appearing may be 
considered satisfactory. The figures of gross business 
revealed shows that our trade has maintained the high 
volume our recent prosperity has raised it to. Unfor- 
tunately our interrupted progress upward of the last 
few years has cultivated expectations of further gains 
which could not be maintained. That is why most con- 
servative business men believe if 1927 turns out as 
good a year generally as was 1926, it should arouse 
widespread satisfaction. 


What 
Annual 
Reports Tell 


That business displays the same characteristic as the 
security markets in that the trend is not uniform is also 
apparent in the individual showings of these annual re- 
ports. Some reveal less net profits, others show a gain, 
but such reports cannot be taken individually—they 
must be considered collectively as a trade barometer. 


In the last year quite a number of our corporations 
have increased their capital stock through stock divi- 
dends, and the net profits must be spread over a larger 
base, with the result that while gross earnings were 
larger, the net profit per share was smaller. But that 
would not indicate that the business of these particular 
corporations was receding in volume. 











Speculating on Earnings 
(Concluded from page 281) 








ing, which for the past four years was 
as follows: 
1924 


$3.24 


From the present outlook the peak has 
far from reached. In January of 
this year orders received by the company 
were the largest for any month in its his- 
The application of the company’s 
by the railroads is going be- 
yond the requirements set by the Inter- 
state Commerce Commission for installa- 
tion. Orders were received during 1926 
for eight complete engine divisions over 
and above the twenty-four required by the 
commission and so far this year six addi- 
tional complete divisions are under order 
to be equipped with automatic train control 
making a total of fourteen divisions vol- 
untarily equipped. The benefits to be had 
from installation are quickly being taken 
advantage of by the carriers aside from 
the regular requirements because of their 
economic value. The company is now en- 
tering the stage where renewal and re- 
placement business will play an important 
part. The old line devices first installed 
are beginning to need renewal parts or re- 
placement with more modern apparatus. 
The growth in this type of business has 
shown a rapid increase in the past few 
years with orders in 1922 being 1.61 greater 
than in 1921; in 1923, 2.35 times; in 1924, 
2.70 times ; in 1925, 3.74 times, and in 1926, 
5.61 times greater. The demand from this 
type of business cannot but become larger 
with the increased installations and will 
add greater stability to the earnings in 
the years to come. The improvement made 


been 


tory. 


products 





by the company in the past year can best 
be realized from the comparative amounts 
of gross operating income, which in 1926 
amounted to $5,647,083, with selling, ad- 
ministrative and general expenses of 
$1,092,807, leaving an operating income of 
$4,554,276, which compares with equivalent 
items of $3,242,345 gross and expenses of 
$896,044, with an operating income of 
$2,346,301 in 1925. After all other deduc- 
tions a net income of $3,927,797 in 1926, 
compared with $1,789,770 in 1925. The 
company liquidated its subsidiaries, the 
General Railway Signal Company of Can- 
ada and the G. R. S. Products, Inc., writ- 
ing off a loss of $1,014,408, which in the 
future will remove a drag from earnings 
and allow for further improvement in 
forthcoming reports. With all this, sur- 
plus was increased in the year from $3,542- 
676 to $4,324,115. Net working capitai 
was improved from $4,424,158 to $6,- 
003,187. Patents which in 1923. rep- 
resented an amount equal to $100 for 
each share outstanding now amount to 
only $9.73 per share on the present out- 
standing stock. There still remains a large 
mileage of railroads to be equipped and 
1927 budgets of the carriers have made 
ample allowance for. additional installa- 
tion. The company handles about one- 
half of the entire business of the country 
in its field and while there is competition 
it is not of the nature and character that 
confronts Mack in its field. 


With the earnings of General Railway 
Signal at present exceeding those of Mack 
Truck stock and with a more clearly de- 
fined outlook for a further increase, it fol- 
lows that a reflection of this must event- 
ually be given in the future course of price 
movements. With the stocks selling cur- 
rently at the same price levels, these ad- 
vantages should receive the consideration 
of investors for the purpose of strength- 
ening a speculative position in the “trans- 
portation” stocks. 
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warrants attached. The greatest gain was 
the issue of Granby con- 
vertible 7s, which on a very good turn- 
rose from 136 to 
153%, closing with a net gain of more than 
sixteen points. 


registered by 


over for these bonds 
This price change reflects 
the advances being made by the company’s 
common stock, into which the bonds were 
convertible at $25 per share. 


Barnsdall debenture 6s, 1940, were also 
in good demand, recording fractional gains, 
while Erie convertible 4s of 1953, series 
“D,” made an advance of three points, 
selling at one time at a new high of 9434. 
Concurrent with higher prices for Hud- 
son & Manhattan Company’s stock the 
company’s issue of adjustment 5s of 1927 
again touched their previous high at 881. 


After a week or so of listless trading in 
the Warner Sugar issues, demand again 
developed for these bonds with the 7s of 
1939 at one time selling four points. above 


the closing price of last week. The 7s of 
1941 made a new high of 10534. 


Loew’s Inc. 6s of 1941 w.w., followed 
the upward trend of the common stock of 
that company making consecutive advances 
during the week of a new high of 1051. 
Peoria & Eastern Income 5s of 1990 again 
enjoyed some of the speculative activity 
which these bonds saw two weeks ago, 
gaining a point and a half in a single day’s 
trading session, and closing at 45. 

One issue to go contrary to the general 
list was Kelly-Springfield Tire 8s of 193}, 
Upon publication of the company’s re. 
port showing a deficit of nearly $4,500,000 
as a result of operations last year, these 
bonds broke to a new low of 99%, al- 
though gaining two points of this lost 
ground before the week closed. 

Earnings of G. R. Kinney Company 
have improved in recent months as a re- 
sult of sales expansion and _ operating 
economies. -This has been reflected mn 
higher prices for the issue of convertible 
7%s of 1936. These bonds are usually 
relatively inactive but during the week a 
new high for 1927 of 104% was estab- 
lished. In view of the high yield obtain- 
able on this issue, and the improved pros- 
pects and sound financial position of the 
company, it appears that these bonds might 
be included as a part of a diversified list 
for the purpose of augmenting current 
income. The issue is callable at 105, al- 
though not until 1931. 


New York, New Haven & Hartford 
issues have continued in good demand con- 
current with rumors to the effect that 
another road has been increasing its in- 
vestment in this company. In addition to 
that factor the road’s earnings are showing 
satisfactory progress. A new high of 76 
was attained by the 4s of 1957 and 71% 
by the 3%4s of 1956, while the 4s of 1955 
again touched their previous high of 80. 





Ottinger’s Position Approved 


When Attorney -General Ottinger sub- 
mitted to the newspapers a set of specific 
rules, which are essentially necessary for 
the protection of investors in real estate 
mortgages and bonds, leading firms and 
corporations engaged in this business saw 
at once their soundness, and particularly 
the necessity of agreeing to their adoption, 
if confidence in this class of securities 1s 
to be firmly established. 
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Deeply Indebted 


I feel it is only simple justice to you 
to say how deeply I am indebted to you 
for numberless important and most val- 
uable suggestions and advices in my in- 
vestments. Back in 1924, very largely 
owing to your advice, I bought both 
Missouri, Kansas & Texas preferred, and 
Chicago, Rock Island & Pacific common. 
See what handsome advances have come 
to me since, let alone dividend payments! 
This is but one instance of what 
paper accomplishes. 

WILLIAM A. RoBERTSON 


your 


“Tell your friends they need it.” 
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told us one day this week. The 

story has been told before and it’s 
probably a lie, but that doesn’t make any 
difference. 

“When James R. Keene was in his 
prime, physically and financially,” said the 
Promoter, “he lived in a little town out 
on a little jerkwater railroad in New Jer- 
sey . He used to ride back and forth every 
day, always on the same train and with 
the same conductor. It was certainly a 
miserable road and a miserable train serv- 
ice, but Keene had his country place and 
his horses and he stood for it. He rode, 
of course, on a commutation ticket. You 
all know what that is and—-—” 

“Sure, I know what a commutation 
ticket is,” said the Grouch. “It’s one of 
those tickets where you get 60 rides for 
two dollars when the single fare one way 
is two dollars and twenty-five cents.” 


Ti is the story that the Promoter 


Keene Forgets Ticket 


“Exactly,” said the Promoter. “That 
will help to illustrate my point. Keene 
had been riding back and forth on that 
bumpy train for three years, always with 
that same conductor, who, by the way, 
had a face like a mask and was about 
as sociable as a hyena. Well, one day Mr. 
Keene got on the train without his ticket. 
He had changed his clothes and forgotten 
the contents of the vest pockets. But 
that didn’t bother James R. much. When 
the conductor came along he explained 
about the ticket and stated that he would 
let him punch two rides the following 
morning, 

“‘Nothing doing,’ said the conductor, 
‘fare to Hoboken is $1.20.’ 

“Keene was sore. ‘Now, look here,’ he 
said. I’ve been riding on this train with 
you for three years and you know ; 

“‘Wouldn’t care if you’d been riding 
with me for forty years,’ said the wooden- 
faced conductor. ‘Dig up or get off, and 
he reached for the bell-rope. 

“Do you know. who I am,’ roared 
Keene. ‘I’m Ja:. es R. Keene and I could 
buy this dinky railway and tear it up if 
I wanted to.’ 
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Never heard of you,’ replied the con- 
ductor, ‘but I’ve heard lots of bluffers 
talk that way. I don’t believe you could 
buy a keg of railroad spikes.’ 

“Then the conductor did pull the bell- 
rope, seized Mr. Keene by the coat collar 
and kicked him off into a swamp five miles 
from home. 

“When Keene got home, changed his 
clothes and boarded another train for New 
York, he was sore for fair. The first 
thing he did when he reached the city was 
to call on the general manager of the road 
and demand that the offending conductor 
be fired forthwith. The general manager 
heard the details and stated without en- 
thusiasm that the conductor had done his 
duty, and that no action could be taken. 
That made Keene sorer than ever. ‘I'll fix 
both of you,’ he yelled, shaking his fist 
at the general manager, and he bolted to 
the office of the president of the road. 
There he again related his grievances and 
demanded the discharge of not only the 
conductor, but that of the general man- 
ager. The president looked Mr. Keene 
over cooly, gazed at the engraved card of 
his visitor and informed him that both 
the conductor and the general manager ap- 
peared to be fully justified in their position. 

“Keene began to fume and rage and 
threaten, whereupon the president touched 
a button on his desk, a burly negro ap- 
peared and was instructed to show Mr. 
Keene out, with a strong accent on the 
word ‘show.’ 


Fires Conductor 


“Mr. Keene went. At that time the 
stock of the little railroad was selling at 
about $2 a share and a receivership ap- 
peared inevitable. But suddenly the stock 
began to creep up under mysterious buy- 
ing. It went to $10, to $15, to $20, and fin- 
ally to $25 a share. Then Mr. Keene ap- 
peared with a controlling interest and his 
first official act was to fire the conductor, 
the general manager and the president.” 

The Promoter paused and lighted a 
cigar. 

“Punk story,” 
point to it.” 


said the Grouch, “no 
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Why Some Bonds 
Stop Going Up 


1 ees is nothing mysterious about why bonds which may be 
called at any time or on certain nearby dates, seldom sell 
very much above the “call” price. Investors simply will not bid 
them up, regardless of how strong the general bond market may 
be, because they are not willing to risk having their bonds paid 
off in a few months or years at less than cost. 


In a time like the present when the general trend of bond prices 1 
continues definitely upward and many issues are at or hovering 
near their call prices, there is every reason to watch holdings 
carefully and shift to other bonds whenever the advance in a 
certain issue is halted by an unfavorable call feature. 
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The Promoter held up his hand. “Wait,” 
he said. “ A few months later Keene was 
riding on the jerkwater railroad—his own 
now—and the ex-conductor came and sat 
down beside him. 

“‘No use,’ said Keene viciously. ‘No 
use at all. You not only can’t get rein- 
stated on this road, but you can’t get a 
job on any road in the United States. You 
and some other people have found out 
what it means to tamper with a man like 
me.’ 

“‘But,’ said the ex-conductor, ‘I don’t 
want a job. I’m rich.’ 

“*You’re what?’ asked Keene. 

“ ‘Rich,’ replied the ex-conductor. ‘You 
see, it was this way. The president and 
general manager owned all that stock you 
own now and they were all in. The road 
was about to go into the hands of a re- 
ceiver. They told me if I would make 


you mad enough to buy the road they woulq 
give me ten thousand shares. So I did’” 

“Gee whiz,” said the Piker, “is that a 
true story?” 

“Sure thing,” replied the Promoter. 

“I heard that story when I was seven 
years old,” said the Grouch. “I told it ty 
Mr. Keene a couple of years ago and he 
laughed immoderately.” 

The Promoter looked at us triumphant- 
ly. “Didn’t I tell you it was a true story?” 
he asked. 

“Yes,” continued the Grouch, “he laughed 
immoderately. He had never heard it be- 
fore.” 





Ponzi’s Trail Ends 


Charles Ponzi is now in the Massachu- 
setts State Prison, beginning his long sen- 
tence of seven to nine years. 


Ponzi is reported to be financially dis- 
tressed. The way of the transgressor is 
hard. Ponzi’s trail has ended just where 
it terminates for anyone who engages in a 
financial swindle. 


For a short period this arch swindler, 
whose principal victims were Italians, his 
native people, basked in wealth. But it has 
quickly vanished—it always does. There 
is more truth than poetry in the adage 
“What comes quick goes fast.” 


a 
Vv 





Thorough and Accurate 


A subscription to THE FINANCIAL 
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against $6.22 a share in the preceding year. 
Maine Central follows with earning of 
$9.33 for 1926 compared with $8.54 for 
1925. Boston & Maine also shows a slight 
increase; but there is a question surround- 
ing New Haven’s earnings which will be 
discussed in a subsequent paragraph. 


Using the latest car loadings as an 
indicator of earning trend it is interesting 
to note the following comparison for the 
two-week period ended January 29, 1927, 
compared with the corresponding period 
of 1926, together with the percentage 
change: 


LATEST AVAILABLE CAR LOADINGS 


Two Weeks Ended Inc. 
Jan. 29, Jan. 30, oF 


1927 1926 Dee. 
Bangor & Aroostook .... 5,745 4,534 +26.7 
Boston & Maine ....... 51,615 62,836 — 23 
Maine Central ........ -,18,018 17,082 + 5.5 
N. Y., N. H. & Hartford.63,174 63,393 — 0.4 


Although the foregoing comparison is 
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Stocks Which Are 
f still Low? — 


As manipulation continues in many 
stocks, and they reach over-val- 
ued levels, so one needs to search 
out new situations—industries and 
stocks deflated, not inflated. 


What of the Fertilizer 
Industry? 


These fertilizer stocks have gone 
into new low ground—showing 
heavy losses to those who have 
previously purchased. But .has, 


the time now really come to buy 
them? 


What of Electric Light and 
Power Stocks? 


These stocks are decidedly lower 
than a year ago, when the American 
Securities Service warned against 
their inflated levels and advised clos- 
ing them out. Meanwhile output has 
increased. Consider, too, the 
down trend of commodity prices, 
which, while unfavorable to in- 
dustrials, lowers the utility’s oper- 
ating cost. Are these stocks at- 
tractive now? 


What Other Stocks are 
Deflated, Not Inflated? 
These important matters are 
treated soundly in our latest bull- 
etin. A few extra copies have 
been reserved for 
free. Simply address 


American Securities Service 
1037 Corn Ex. Bank Bldg., New York 
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of small importance in that it only includes 
the results of two weeks, it serves to show 
the increases made by Bangor & Aroostook 
and Maine Central as compared with the 
decreases of Boston & Maine and New 
Haven. If this trend continues for the 
remainder of 1927, it would place the 
stocks of Bangor & Aroostook and Maine 
Central in a very favorable position. 


To discuss properly the future prospects 
and to make recommendations of the stocks 
of the New England group, a very brief 
study touching only the high lights of each 
situation is given below. 


New York, NEw Haven & HaArtTFoRD— 
Preliminary figures for 1926, showing that 
New Haven earned $5.24 a share against 
$4.72 the preceding year, would indicate 
that the road is rapidly recovering its 
position. But an important accounting 
change has not been considered in this 
comparison. 


In reality, 1926 earnings on a compar- 
able basis were less than in 1925. This is 
due to the fact that the Interstate Com- 
merce Commission has ordered that an 
amount of $977,000, deducted in 1925, and 
previous years before showing the amount 
available for ‘dividends, be deducted from 
profit and loss. This amount represents 
payments under New Haven’s guarantee 
of interest on the $19,200,000 4%4s of the 
New York, Westchester & Boston Railway, 
and of dividends at the rate of 4 per cent 
on 28,000 shares of the Boston R. R. Hold- 
ing Co. preferred stock, both entirely held 
by the public. Deducting this charge from 
the amount available for dividends, the 
earnings per share for 1926 would be 
$4.59 a share rather than the $5.24 a share 
reported. 


Dividend Consideration 


In regard to dividend resumption, New 
Haven is now carrying a profit and loss 
deficit of around $37,000,000, which will 
have to be wiped out before dividends can 
be resumed. This deficit might be written 
off by means of an exchange of the present 
$100 par shares for shares of no par value. 


Further analysis of the income account 
reveals that “other income” for 1926 was 
more than $230,000 below 1925. This item 
in 1927 would be materially strengthened 
through receipt of dividends on stocks like 
Rutland preferred and New York, Ontario 
& Western. If Boston & Maine common, 
of which New Haven owns about 28 per 
cent, should go on a dividend basis this 
year, New Haven’s earnings would be 
helped considerably. But Boston & Maine 
has some financial hurdles to pass before 
resuming dividends. 


With the stock highest since 1916 on ex- 
tremely heavy activity, it would seem evi- 
dent that there is something in this situa- 
tion that is not apparent—perhaps buying 
by larger interests. However, in view of 
1926 earnings and the stock selling around 
$55 a share earning only 8.4 per cent of its 
market price, with resumption of dividends 
doubtful during the next year or two, it 
would seem that New Haven at its current 
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A Yield of 
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lative Preferred Stock, Se- 
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price has very liberally discounted its re- 
covery to date, if not for some little time 
ahead. 


Boston & Maine—After reporting def- 
icits for 8 years prior to 1925, Boston & 
Maine shows that it has definitely turned 
the corner for the better with earnings of 
$7.41 a share for 1926 against $6.90 a share 
for the preceding year. But before divi- 
dends can be paid on common, the road 
must liquidate some $2,680,000 back divi- 
dends on the non-assented preferred stocks 
and resume dividends on the old preferred 
stock. Although this may be accomplished 
by means of issuance of additional pre- 
ferred stocks, it is doubtful if dividends on 
the common stock will be resumed within 
the next year or two. 


Although a commitment is not advised 
in the common stock at the present time, 
there is still room for improvement in the 
price of the first preferred stocks, and a 
considerable leeway for improvement in 
the price of the old preferred. The first 
preferred stamped stocks, traded on the 
Boston Stock Exchange, are now available 
at prices that yield around 7.25 per cent, 
and appear undervalued by comparison 
with other railroad preferreds of similar 
grade. 


MAINE CENTRAL—During 1926 the road 
not only earned $9.33 a share on its com- 
mon stock against $8.54 the preceding year, 
but cleared up all arrears on its preferred 
stock. Although this company has some 
problems ahead, in the abandonment of un- 
profitable branch lines, it would seem that 
earnings have reached a point where a 
definite policy on the common dividend can 
be made. In 1926 $2 a share in special 
dividends were paid, and it seems likely 
that a regular $4 rate or better will be an- 
nounced this year. At its current level 
of around $63 a share, earning 13.5 per cent 
of its market price, and nearing resumption 
of dividends, the stock appears to be un- 
dervalued. 

The preferred stock selling around $79 
a share and yielding about 6.3 per cent is 
reasonably attractive only for income pur- 
poses. Both the preferred and common 
stocks of Maine Central are actively traded 
on the Boston Stock Exchange, and recent- 
ly were admitted to trading on the New 
York Curb. 

One of the Bargain Stocks 

Bancor & Aroostook—Last year’s com- 
mon share earnings of $8.68 against $6.22 
a share in 1925 were the largest in the 
road’s history, and evidently this year’s re- 
sults will be as good, or better, based on 
an important increase in traffic thus far in 
1927 over the corresponding period last 
year. At present the dividend rate is $3 a 
share. This rate was paid out of earnings 
of $6.22 a share. It is apparent therefore 
that the company could afford to pay a 
dividend of $4 on earnings of $8.68 a share. 
The dividend could be increased to $3.50 or 
$4.00 at the next meeting of the directors 
which takes place in April. 

Although the stock of Bangor & Aroo- 
stook has been recommended 
FINANCIAL WorLp from a price of $39 a 
share in the issue of March 21, 1925, it 


still appears to be undervalued. Selling at 
the present time at around $55 a share and 
earning 15.7 per cent of its market price it 
makes the best showing of the New Eng- 
land group; and in addition is the only 
dividend payer. 
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General Motors 


(Concluded from page 283) 

















cutting but General Motors is the out- 
standing strongest unit from the sales trend 
viewpoint as well as from earnings. 

A substantial increase in sales is now 
stimulating the automobile industry. Feb- 
ruary and March sales are expected to 
make up losses experienced in the first 
month and 1927 is beginning to be looked 
upon as another possible record year. 
Cheaper steel, rubber and cotton tend to 
brighten the outlook for earnings to a 
greater degree. 

General Motors stock is entitled to first 
place among the motors and would stand 
favorable comparison with other stocks of 
the best grade. Net income could drop 10 
per cent and still there would be $18 a 
share earned on the present new stock with 
every reason to believe that even then at 
least one extra cash dividend during 1927 
would still be forthcoming. 

Present activity in the automobile in- 
dustry makes it possible to conceive sales 
of even more cars than last year and 
General Motors will in all probability get 
the biggest slice of the profits. It is ahead 
of the industry itself as pointed out in the 
preceding paragraph with sales well over 
the billion-dollar mark in 1926 and a 45.6 
per cent increase in profits. Directors of 
the General Motors Corporation have 2 
reputation for liberal dividend disburse- 
ments and stockholders can count on a 
considerate distribution of earnings. In 
1926 the common was on a $7 basis and 
continued at this rate notwithstanding a 50 
per cent stock dividend in September of 
that year. Extras of $5 and $ respective- 
ly were paid on the outstanding shares 
before this stock dividend. The annual 
dividend basis was advanced to $8 in 1927 
and another extra of 4 was paid in Jan- 
uary on the enlarged issue. 

A current yield of 5.13 per cent, good 
extra dividend possibilities and proba- 
bility of continued large earnings due to 
the favorable outlook for this company 
places this stock in an attractive position. 
It is outstanding among industrial stocks 
by the fact that the investor can keep in 
close touch with developments through the 
publication of frequent earnings and sales 
reports. A commitment therein would 
still appear justified notwithstanding its 
current higher price as it does not appear 
that the recent advance in price has fully 
discounted the possibilities of improvement 
in the current year, 

A careful scrutiny of all stockholdings 
is particularly advisable at the presemt 
time. General Motors would appear to be 
a good substitute in any weeding-ott 
process of weaker holdings. 
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Bulls and Bears 
(Continued from page 284) 
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Bellas Hess & Company. It is expected 
that the management of the latter will 
result in a better net earning showing for 
National Cloak & Suit from now on. 


Postum Cereal— 
Rating “B” 

Postum Cereal reports $7.71 a share 
earned in 1926 compared with $6.90 a 
share in 1925. However, including the 
profits of its subsidiary companies the 
actual earnings for 1926 were $8.07 a 
share. 


Prophylactic Brush— 
Rating “B” 

Prophylactic Brush reports $5.34 a share 
earned in 1926 compared with $4.47 in 
1925. The company has just completed 
its sixtieth year. 


Union Bag & Paper— 
Rating “C” 
Union Bag & Paper reports 1926 oper- 
ations resulting in a deficit of $180,000 


compared with a net profit of $223,000 in 
1925. 


Union Carbide— 
Rating “A” 

Union Carbide reached a new high price 
level during the past week and it would 
not be surprising if a further increase in 
the dividend took place before the end of 
the year. The stock was recommended in 
Mr. Guenther’s last bargain list. 


United States Rubber— 
Rating “B” 

United States Rubber and other tire 
stocks have been acting somewhat better 
recently, a reflection of better conditions 
that are expected to prevail in the tire 
industry during 1927. There does not ap- 
pear to be any prospect for the wide price 
swings in rubber which have characterized 
the past two years and with more stabil- 


ized conditions earnings should show up 
better, 


o-- 


U. S. Steel— 
Rating “A” 

U. S. Steel reached a new high price 
level during the past week on reports of 
a much higher rate of operations in the 
steel industry. The stock was recom- 
mended in Mr. Guenther’s recent bargain 
list. It is expected that profit margin will 
be maintained by reducing costs as steel 
Prices are lower than a year ago. 


Warren Brothers— 
Rating “B” 

Warren Brothers reached a new high 
Price level during the past week and has 
advanced over thirty points since it was 
recently recommended in THE FINANCIAL 
Wortp. It is expected that earnings for 
1926 will be nearly $10 a share. 
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Weston Electric Instrument— 
Rating “C” 
Weston Electric Instrument reports 


$2.26 a share earned in 1926 compared with 
$2.18 in 1925. 


Wilson & Company— 
Rating “C” 

No dividend action was taken on Wilson 
preferred during the past week. It is 
expected, however, that when the directors 
meet some time in May another semi- 
annual dividend of $3.50 a share will be 
declared, which will carry the stock 
through to the time when it becomes cumu- 
lative on November 1 next. 





Railroads 





Atchison— 
Rating “A” 

Atchison reports $23.41 a share earned 
in 1926 compared with $17.18 a share in 
1925. It is quite obvious that the $10 
cash dividend can easily be maintained in 
this stock. 


Delaware & Hudson— 
Rating “A” 

Apparently Loree’s last minute effort to 
link up Delaware & Hudson with Buffalo, 
Rochester & Pittsburgh in order to sup- 
port his plea for a lease of that road be- 
fore the Interstate Commerce Commission 
will not avail him anything, as the com- 
mission has decided that it will not take up 
the question of these trackage rights over 
the Pennsylvania at present. 


New York Central— 
Rating “A” 

New York Central reports $14.52 a 
share earned in 1926 compared with $12.69 
a share in 1925. These figures of course 
do not allow for equities in Big Four and 
Michigan Central which, if included, would 
probably bring the earnings to between 
$19 and $20 a share and which will be 
shown when the lease is made effective. 


Pennsylvania Railroad— 
Rating “A” 

Pennsylvania Railroad stock became 
more ‘active during the past week and 
reached a new high price for many years. 
In the complex Eastern trunk line situa- 
tion, apparently Pennsylvania is endeavor- 
ing to effect an alliance with Loree in an 
endeavor to offset the working agreement 
that New York Central, Nickel Plate and 
Baltimore & Ohio interests apparently 
have achieved. 


St. Louis-San Francisco— 
Rating “A” 

St. Louis-San Francisco reports $14.17 
a share earned in 1926 compared with 
$14.88 a share on a somewhat smaller 
capitalization in 1925. The road is sub- 
stantially profiting on its commitment in 
the Rock Island situation. The stock 
reached a new high price for all time 
during the past week. 








Are 
MOTORS 


a Buy — Yet? 


After advising the purchase of motors in the 
weakness of March, April and May, 1926—in 
August last we advised the acceptance of profits 
on individual recommendations, the avoidance of 
the ‘“‘smaller motors,’’ but continued holding of 
General Motors. 

The majority of the automobile stocks have 
declined persistently for the past six months. 
They have shared little, if any, in the recent 
general market strength. 


WHAT NOW? 


What is the matter with the motors? Is some- 
thing fundamentally wrong? Or, should ad- 
vantage be taken of current low selling levels 
to purchase? Can we anticipate market advances 
in motor stocks, with the approach of the spring 
selling season? 

These questions are answered, the entire motor 
situation discussed, and specific recommendations 
made, in our recent Advisory Bulletin,. A few 
copies are available, FREE. 


Simply ask for FWF-26. 
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141 Milk Street, Boston, Mass. 
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Have You Asked 
For a Copy? 


This booklet has been prepared 
for those careful investors who 
appreciate the importance of se- 
curing expert advice before in- 
vesting their personal savings. 


Ask for Investment Memo G 
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Odd Lots 


By diversifying your stock buy- 
ing you create a reserve strength 
in your holdings. In the event 
of depression in one stock the 
others will not necessarily be 
affected, 


That is why we advocate buying 
ten shares of stock in ten dif- 
ferent industries rather than one 
hundred shares in one stock. 


Our booklet explains the many 

advantages of buying in Odd 

Lots. . | 
Ask for F.W. 280 


100 Share Lots 
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A 1,000 Per Cent Return 
No need to urge me to renew this sub- 
scription. It has never failed to return 
me at least 1,000 per cent on my invest- 
ment, and any man that would turn down 
such an investment would be considered a 
fool. 
Joun H. Hotton. 
“Tell your friends they need it.” 
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the Republic have a similar decree 
thrust at them; that is, of accepting 
“confirmatory concessions” in lieu of ab- 
solute and unlimited ownership. In 
addition to applying for “confirmatory 
concessions,” the oil and mining com- 
panies also would have to agree to 
accept the same conditions imposed in 
the Alien Land Law, to wit: That of 
agreeing to consider themselves Mexican 
corporations, and not to invoke the pro- 
tection of their government in any diffi- 
culties that may arise. 

The penalty on oil and mining com- 
panies for failure to apply for “confirma- 
tory concessions” before December 31, 
1926, was to have been the confiscation 
of their properties; that is, the properties 
would revert to the Mexican Govern- 
ment. However, a month has gone by, 
at the time this article is being written, 
and no properties have been confiscated 
by the Mexican Government. Recently 
the Mexican Government has cancelled 
drilling permits of companies that failed 
to comply with the law, and this point 
will be fully discussed later on in the 
article dealing with the Mexican Petro- 
eum Industry. 

As was aptly stated by one of the 
leading newspapers of the United States, 
a study of the laws of Mexico, relating 
to petroleum, mining and alien land 
matters, will reveal that it is not just 
one constitutional provision threatening 
confiscation of American and other for- 
eign-owned property, but a whole web 
of legislation, which can have no other 
design than the eventual complete con- 
fiscation of such holdings inthe Re- 
public. Speaking in plain English, it is 
as grand a game of stealing as has been 
attempted by any government since the 
“Reds” seized power in Russia ten 
years ago. If Mexico repudiates its 
obligations upon which recognition was 
obtained, it may lose that recognition, 
and stand in the same position to the 
United States as does Russia. 

In view of the laws above quoted, and 
of the type of men who are running the 
Mexican Government today, it is little 
wonder that American firms are unwill- 
ing to accept the laws it is proposed to 
enforce. The present government will 
be in office until November 30, 1928; 
then a change in administration will 
come, and no doubt the new administra- 
tion will have different views concerning 
how land, petroleum and mining legisla- 
tion should be handled. 

This brings up the question: How 
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we have been serving 
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perienced aid in mak- 
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BIG BUSINESS OPPORTUNITY 
$400 MACHINE EARNED $5040 IN ONE 
year; $240 machine $1448; $160 machine 
$2160. Many St. Louis machines earned 
annually $4000. One man placed 300. 
Responsible company offers exclusive ad- 
vertising proposition. Unlimited possibilities. 
Protected territory. $1000 to $3000 invest- 
ment. Experience unnecessary. 


NATIONAL KEI-LAC COMPANY 


822 N. 19th St. St. Louis, Mo, 
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Is a 
Drastic Decline 
in Stocks Coming? 


Many stock market observers think we 
are on the verge of a big bear market. 
Others are equally positive that stocks 
will go higher before they substantially 


react. 

Who is right? Which way will the 
market move next? Up or down? Are 
there any securities which can now be 
bought with safety? Or should inves- 
tors sell and let stocks alone? 

These questions are of vital importance 
to all who have money invested—or who 
want to make money. The next big 
swing will make huge profits for some 
—it will bankrupt others. 

Investment Research Bureau has thor- 
oughly analyzed the present situation. 
Our current Investment Bulletins tell 
what the Stock Market is likely to do 
next. Simply send in’ your name and 
we will gladly mail you copies of these 
Bulletins absolutely free. Also an inter- 
esting book called “MAKING MONEY 
IN STOCKS.” No charge—no obliga- 
tion. Just address: 


INVESTMENT RESEARCH BUREAU 
Div. 11 Auburn, New York 
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much American capital is invested in 
Mexico today? From the best data 
available, it is probably safe to say that 
there is invested in Mexico, by American 
corporations and individuals, about $1,- 
400,000,000 U. S. currency, divided as 
follows: 


Petroleum industry, includ- 








ing refineries ................-.... $368,000,000 
Mining industry, including 

smelters 318,000,000 
Railways ...... 250,000,000 


Rubber and sugar planta- 





tions, and miscellaneous 

plantations 170,000,000 
City and town properties... 35,000,000 
ee 30,000,000 
Commercial houses .............. 25,000,000 
Manufacturing plants .......... 27,000,000 
Steel and iron works ............ 25,000,000 
Lumber industry .................. 10,000,000 
Miscellaneous investments.. 150,000,000 


This large amount of capital consti- 
tutes, in the main, the basis of what 
prosperity Mexico enjoys. Mexicans 
lack the capital, the initiative and the 
energy to do what the American owners 
of capital are doing. As a side light on 
this statement, it is worth noting that 
in spite of the fact that the oil industry 
in Mexico is 27 years old, there is not 
in the Republic today a Mexican driller. 
American drillers have a monopoly on 
the drilling of oil wells in the Republic, 
whether the companies are American, 
English or Dutch. One cannot point to 
a single successful oil company, managed 
and manned exclusively by Mexicans, 
and the same statement holds true in all 
other lines that require men of technical 
education and skill. The three neces- 
sary requisities for a successful enter- 
prise are capital, management and skilled 
labor. Mexico possesses none of these 
insofar as many lines of industry are 
concerned. 


A Huge Investment 


As shown by the foregoing table, the 
total amount of American capital in- 
vested in Mexico today is probably $1,- 
400,000,000. The last official statement 
from the Mexican Government as to its 
national wealth was in 1912, when it was 
stated that the total national wealth of 
the Republic was $2,434,241,422 U. S. 
currency. From 1912 to 1920, Mexico 
was in the throes of one revolution after 
another, but even taking this fact into 
consideration, it is probably safe to say 
that the national wealth has not doubled 
since 1912. It is probably conservative 
to say that the national wealth of the 
country does not exceed, at the present 
time, $4,000,000,000 U. S. currency. On 
the above assumptions, it will be noted 
that American investments in Mexico 
are approximately one-third of the na- 
tional wealth of the country. This 
statement emphasizes how vitally inter- 
ested American investors are in the Re- 
public south of the Rio Grande. 

Among the American firms who are 
actively interested in various projects in 
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Mexico are the following: The Standard 
Oil interests; the J. P. Morgan inter- 
ests; the Mellon interests; the Penrose 
interests; the Sinclair interests; the Gug- 
genheims; the Cole-Ryan interests; the 
Bethlehem Steel interests; the Southern 
Pacific Railway interests; the Kuhn- 
Loeb interests; the Henry Doherty in- 
terests, and the Southern Pacific Rail- 
way. 

In addition to these corporate inter- 
ests, there are thousands of American 
investors who are holders of stocks and 
bonds in companies operating in Mex- 
ico, as well as of bonds of the Mexican 
Government, and municipal bonds. 
These stocks and bonds are held by 
clients of a group of international bank- 
ers, or. by the banks themselves. In- 
cluded in this group are such well- 
known New York firms as J. P. Morgan 
& Company; Kuhn-Loeb & Company; 
Speyer & Company; Hallgarten & Com- 
pany; Ladenburg, Thalmann & Com- 
pany; Mercantile Bank of the Americas; 
H. B. Collins & Company; Brown 
Brothers & Company; William Salomon 
& Company. It is generally believed 
that the Metropolitan Life Insurance 
Company of New York has substantial 
investments in Mexico. 

The Board of Directors of the Na- 
tional Railways of Mexico include rep- 
resentatives of Kuhn, Loeb & Company, 
Speyer & Company, and several other 
firms mentioned in the foregoing para- 
graph. 

In the personnel of the American sec- 
tion of the International Committee of 
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Every Saturday 
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Showing: 


1—What “The Speculator” DID 
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2—What he will do NEXT 
WEEK;; 


Following the advice of our daily 
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A dependable check of trends on 
twenty market leaders. 
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Bankers on Mexico will be found the 

m ‘ e following names: Speyer & Company; 

Fifty-six Years of Service Kuhn, Loeb & Company; Ladenburg, 

Established 1870 Thalmann & Company; Hallgarten & 

Cc rt eo ‘ 

OUR SERVICE INCLUDES: Se ee a ie 

Fi , aaaiteamatil . Central Union Trust Company; Illinois 

inancing of sound in strial corporations. Merchants Trust Company; National 

Wholesale and retail investment departments for City Bank; Guaranty Trust Company; 

purchase and sale of unlisted securities. Chase National Bank, and Kidder, Pea- 
Transact a general stock commission business body & Company. 

on New York and Boston Stock Exchanges. At the present time Mexico’s national 


We solicit your inquiries regarding all classes of securities. debt is about $775,486,850 U. S. cur- 

= = rency. It is estimated that Americans 
Richardson, Hill & Co. hold one-fifth of the total bonded debt, 
which is distributed about as follows: 
28 per cent of the direct Government 
obligations; 17 per cent of railway 
bonds; 22 per cent of the municipal 


bonds, and 19 per cent of the interna] 
Government bonds. 


| Members New York and Boston Stock Exchanges 
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| 120 Broadway 50 Congress St. 
NEW YORK BOSTON 























Prior to 1913 Mexico’s total public 
debt was about $291,640,500 U. S. cur- 
rency, and since that time the principal 
of the debt has increased about 45 per 
cent, and with the exception of $15, 
“ m | - 000,000 paid in 1923, under the De la 
A Billion Dollar Business Huerta-Lamont agreement, no _ interest 


has been paid since 1912. 








Fifty-three thousand employes, of whom 13,000 Interest on Debt 
areshareholders, helpedto boostSwift&Company’s 


An international committee of bank- 


sales close to the billion dollar mark in 1926, an ers and the Mexican Government entered 
achievement of which the company is proud. vegetated dabaduinelagi: 


the resumption of interest payment on 


That is just a part of the story told in the new the public debt, and the funding of the 
Swiitt 1927 Year Book. arrears of interest. American, British, 
> . French, Swiss and Dutch holders of 

In his annual address to shareholders, Presi- 


Mexican securities were represented on 
dent Louis F. Swift outlines an amazing tale of this committee. But after one year pay- 
big business: ments under this agreement were sus- 
pended. The De la Huerta revolution 

Swift & Company spent $482,708,847 for live was the immediate cause, but it is be- 
animals in 1926, almost a million and a half in lieved: thet the terms of the agreement 
cash each business day; were in excess of the financial possibili- 


: ties he Mexican Gov t. 
The number of animals purchased was aS Sa TR SN 
16,969,708; On October 23, 1925, a new agreement 


; . ; : ’ was entered into, and provision made 
c Live stock prices averaged slightly higher for arrears of interest a current inter- 
in 1925, although sheep sold for slightly less. sat: ‘Din calhene het, omeantion ts 
a $2 y th 
Payment of dividends regularly for more than 40 years has abil ae —— . yo 
earned the confidence of the investing public, and attracted saimnsaaat aa a Ng aE IS 
47,000 shareholders, of whom 20,000 are women. within the ability of Mexico to discharge. 
There are a number of interesting charts in the Year Book. However, Mexico failed to make the in- 
A copy will be sent free on request. Just fill out the cou- terest payment of December 3lst, 1926 
pon below and mail. on the date same was due, and it was 
announced that this payment would be 
made shortly. According to a statement 
D4 from the Mexican Government, the to- 
Swilt & Company tal amount of money in the national 
treasury on January 1, 1927, was 16 mil- 
lion pesos, or $8,000,000 U. S. currency. 


Swift & Company, From the foregoing, it is self-evident 


: : that the present situation between the 

SA RO En, SNE United States and Mexico is of consider- 

Please send a copy of the 1927 Year Book to: able concern to every American investor 

in a corporation or business with hold- 
ings in Mexico. 





Epitor’s Note.—I/n the March 5 issue 
of THe Financrat Wort, Mr. Edwards 





will discuss the present economic situation 











in Mexico and its effect upon American 
investors. 
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The Oil. Situation 


to take a very constructive position to- 

ward oil stocks for many months. This 
position was taken entirely upon the funda- 
mentals of the industry as we saw them. Gen- 
erally speaking oil stocks as a group will ad- 
vance when crude and refined advance; they 
will decline when the reverse is the case. Crude 
and refined advance when demand. exceeds 
supply ; they decline when supply exceeds de- 
mand. Obviously the best time to buy oil 
stocks (when they are on the bargain counter ) 
is after an era of price-cutting brought on 
by temporary large supply of crude, has about 
run its course. 

Whether or not we are to run into such 
an era still remains to be seen. While de- 
mand has been strong and consumption has 
shown good gains supply has increased at an 
even faster rate. This is clearly demonstrated 
by the figures on domestic production for the 
week ending February 9, 1927, of 2,472,000 
barrels daily compared with 1,902,750 barrels 
daily in the same week of 1926. This gain 
of 30 per cent in domestic production is of 
course substantially in excess of the gain in 
consumption. 


T HE FINANCIAL Wor LD has not been able 


During the current week substantial price 
cuts in crude and refined have been announced 
following reductions posted in the Mid-conti- 
nent field after the Seminole production 
caused the Oklahoma daily output to reach 
707,850 barrels compared with 450,000 a year 
ago. Whether this price cut will promptly 
result in curtailed drilling and output or 
whether additional cuts will be necessary to 
right the “statistical” position of the industry 
still remains to be seen. Oil stocks made 
practically no response to this price cut. 


At current price levels most oil stocks ap- 
pear well adjusted to indicated earnings based 
on existing price levels in the industry. The 
yields are not particularly attractive consid- 
ering the speculative nature of the business 
and the fact that it is in a sense a liquidating 
industry. Under existing conditions it would 
appear the part of conservatism to await fur- 
ther developments before making commitments 
in the oil stocks. This does not mean that 
individual issues may not advance; it is quite 
possible that those companies responsible for 
the over-production will more than off-et any 
further price decline by greater output. 
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Participating Bonds 


How the Business Expands: 


1925.......$3,438,271 
7,753,016 


An Increase of 130% 


When you buy Participating Bonds, the prior 
obligation of a national chain of Finance 
Companies — you benefit directly from the 
steadily growing Business, Assets and Earn- 
ings. You receive an Extra Share of the Profits 
regularly in addition to 7% bond interest. 
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Your money doubles quickly if invested and reinvested in Par- : mak = : \ 
ticipating Bonds over a period of years. Interest and _ wo & O-) \ 
Participations combined give a return far above the ab Soe ops, ae ype* \ 
average of other sound bonds. igen aad? ast © 
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International Securities Trust 
OF AMERICA 


A MASSACHUSETTS TRUST 


Condensed Statement 


November 30, 1926 























RESOURCES: 
Investments at Cost (market value $22,108,372.04) ..$20,862,383.77 
I LA: LER LTO OTTO 1,782,236.58 
Accrued Interest and Current Items........................ 472,262.41 
Subscriptions to Capital Shares (since collected) 2,261,251.44 
Bond Discount (unamortized) -....................22...----- 97,775.36 
$25,475,909.56 

| 

LIABILITIES and CAPITAL: | 

| 
Cumulative Preferred ($100 par). .........................- $9,594,100.00 

Common Class A (no par) 
226,46614 issued; 10,53814 subscribed.............. 3,415,090.00 
Common Class B (no par) 
nN no csinceaeilecinabnléntion 2,222,220.00 
Secured 6% Serial Gold Bonds ............................-- 6,000,000.00 
Secured 5% Serial Gold Bonds ...............................- 2,000,000.00 
Current Liabilities and Accrued Taxes .................. 470,914.57 
Accrued Interest and Dividends .............................. 478,589.38 
ee ee 1,294,995.61 
$25.475,909.56 








Bond interest was earned more than five times during the year ended 
November 30, 1926. 


Preferred share dividends were earned more than four and a half 
times during the year. 


Earnings on comrnon shares, before reserves, were more than four 
and a half times Class A dividends paid; after reserves, more than 
three times. Current dividends on Class A common shares are at 
the annual rate of $1.80. 














American Founders Trust 
A MASSACHUSETTS TRUST 


FISCAL AGENT 





1 Federal Street 
Boston 


50 Pine Street 
New York 
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“Fractionitis” 
(Concluded from page 277) 











broke right for him in this stock: it never 
got down to the price he had fixed in his 
mind: but has kept steadily rising, with 
intermittent recessions, until it is now well 
over par. 

In waiting he simply has edged himself 
not only out of a profit of more than 
$4,000 but also substantial dividends which 
he would have since received as a holder 
of this stock. 

That is what “Fractionitis” can do for 
an investor whose vision is beclouded with 
the desire to save an eighth, or a half, or 
even a point in the purchase of a security, 
that on the standard of value, is worth 
considerably more than the price it is sell- 
ing for and which eventually will sell 
higher, if the market in performance of 
its economic function, properly appraises it. 

Let me illustrate the example from an- 
other practical angle to show the absurdity 
of stressing too much on saving fractions 
in the purchase of investments. To save 
an eighth of one per cent on a hundred 
dollar unit of a security purchase amounts 
to 121% cents, $1.25 on a thousand dollar 
bond and $12.50 on a hundred shares of 
stock, a fraction of a quarter doubles that 
amount and a half again doubles it. Even 
a saving of a point or the equivalent of 
$100 on a hundred shares is not worth 
while taking the chance in the purchase of 
a security which has all the earmarks of 
being a bargain at its existing quotation 
for when it is so catalogued it should sell 
much higher: an advance in such instances 
of ten dollars a share is not uncommon. 

In that event if the price fails to fall 
to the fraction the investor has fixed in 
his mind his loss by assuming this absurd 
position can be counted anywhere above 
$900 on 100 shares. 


Cart Before the Horse 


On the law of averages that position is 
ridiculous for the investor who buys to 
hold a security until its value is more 
properly expressed. It is putting the cart 
before the horse. It is trying to squeeze 
the last drop of milk out of a cocoanut. 
In the majority of cases it cannot be done 
successfully, Only by the merest chance 
is it possible to buy at the lowest and sell 
at the highest prevailing price and when 
that happens he who does so can regard 
himself as lucky. 

If a security is cheap, or so considered, 
at its current price it is of little importance 
whether the investor has to pay a little 
more for it to acquire it so long as in the 
general outcome it brings a_ substantial 
Profit or turns out a profitable investment. 
For after all it is these two latter con- 
siderations which are the alpha and omega 
for which the investor is striving. 

And in the attainment of this goal it 
Pays to throw overboard any avidity that 
“Fractionitis” has a tendency towards de- 


veloping. It can prove itself a germ that 
has cost considerable to have in one’s 
System. 
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If David Harum was alive with his 
usual horse sense he would say: “You 
can’t always git it at your price fer after 
all the other fellow wants some of the 
profit. You can’t hog it all. At least leave 
the squeal for some other person.” 

And this is true. If you think a security 
is cheap buy it for the profits in dollars 
obtainable and not with the thought how 
many pennies can be saved on its price. 











Chicago Tractions 
(Concluded from page 280) 








exempting the management from _techni- 
cal vigilance about that necessary factor. 

All units of the property apparently have 
been satisfactorily maintained as_ to 
efficiency, and up to standards acceptable 
to passengers. For many years the appro- 
priations for repairs have exceeded the 
franchise requirement of 6 per cent of 
gross income for that purpose. 

Pursuant to the ordinances, the proper- 
ties are presumed to depreciate each year 
by an amount equal to 8 per cent of gross 
receipts, and to this is added the proceeds 
from sales of discarded real estate, salvage, 
etc. The cost of renewals chargeable to 
this depreciation fund has averaged about 
$1,000,000 less than the cash reserved each 
year. About $5,000,000 has been appro- 
priated for track extensions, more cars and 
other improvements. As of January 3lst 
1926 the total depreciation plus $4,344,100 
properties withdrawn from the service and 
sold, plus interest, less renewals and special 
additions installed to that date, amounted 
to $15,831,832. This idle cash is being 
carried on deposit in various Chicago banks 
at only 3 per cent as follows: 


Illinois Merchants Trust Co. .... $7,100,388 
First Trust & Savings Bank .... 6,231,033 
Harris Trust & Savings Bank .. 814,836 
Union Trust Comapny .....-....... 630,080 
Central Trust Company ............ 546,549 
Continental & Commercial 

National, Bale «<.2.2.:2.....40.5 436,462 


This leaves the net franchise value of the 
physical properties in use at only $147,- 
676,391. 

Epitor’s Note.—The conclusion of this 
discussion of the Chicago Traction prob- 
lem will appear in the March 5, 1927 issue 
of THE FINANCIAL Wor_p, 
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More Publicity Urged 

One of the trade journals suggests edi- 
torially more frequent publication of 
bank statements in the newspapers. It is 
its view that if this were done several 
important advantages to the public would 
occur; one of these is that more frequency 
of publication of the conditions of banks 
would have a wholesome effect on public 
confidence, and if this practice became a 
fixed and compulsory one, bank officials 
would be compelled to go over the assets 
of their institutions more often  there- 
by preventing the juggling and manipula- 
tion of the funds of the banks by subordi- 
nate employees. 

These are sound arguments and worthy 
of attention from the banking fraternity. 
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Profits in 


“Wall Street” 


for the man of sound 
business judgement 
and keen perception 


In the past two issues of this pub- 
lication we have shown how “Wall 
Street” by the aid of its colleague 
the “Stock Market” energizes idle 
and surplus funds, benefiting the 
Nation at large. We have shown 
how the lender, the borrower, and 
the broker are paid for their money, 
their ability and their services. 


Profits are to be made in the Stock 
Market, the barometer of the Na- 
tion’s progress, through the applica- 
tion of sound judgment and _ busi- 
ness acumen. | 


Safety of principal, interest or divi- 
dends is essential from a strictly in- 
vestment standpoint but the man 
who wants profits as well must use 
the same keen judgment and prin- 
ciples he adopts in his business; 
availing himself of opportunities as 
they present themselves, realizing 
the prospects of a rapidly growing 
industry, the possibilities of a new 
enterprise or the revival of a wan- 
ing one. It is in the common stock 
of such companies that large profits 
are to be made through increase in 
value. 

Early realization of possibilities, a 
complete knowledge of conditions 
and prompt action will have a great 
bearing on the amount of profits 
obtained. 


There are thus tremendous profits 
in well directed speculation. It is 
evident that the movements and 
fluctuations of stock prices result 
from the action of an army of In- 
vestors acting according to the 
dictates of their judgments. Some- 
times this judgment, in the case of 
the individual, is supported by facts, 
but most frequently not—at least not 
by ALL the facts. The omission of 
one fact is fatal. It explains why 
the market is always right and 
ninety-eight per cent of Invesors al- 
ways wrong. Each man’s judgment 
has neglected some one fact. All 
men’s judgments, together, omit 
nothing. The composite judgment 
is perfect; the individual judgment 
is imperfect. 


How is their composite judge- 
ment to be obtained? Read 
our booklet— 


Pioneers of a Science 
in Dollars 


several chapters are devoted 

to the investors who desire 

profit as well as pay for the 
loan of his money. 


A copy may be had without 
obligation 


ADDRESS 
THE 


ILLMAN CU RVE 
aBOSTON.« aMASSa 
Notting Building 226 
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How Will the 
McFadden Bill 
Affect Your 
Investments ? 


Far-reaching in scope, 
this important act 
should be the subject 
of earnest. considera- 
tion on the part of 
every investor. 


You must consider its 
effects on the real 
estate mortgage bond 
market, investment 
policy of the national 
banks, and bank 
stocks. Our experi- 
ence over the past 
nine years in provid- 
ing careful investors 
with information and 
advice concerning 
their invested funds 
equips us to assist you. 


Our Current Bulletin analyzes 
the McFadden Bill from var- 
ied angles. It may help you 
to solve some perplexing point. 
To receive it gratis just send 
us your name and address on 
coupon below. No salesman 


_Alnited 
Ausiness 
Srrvire 


DIVISION OF 
INVESTMENT 


ANALYSIS 
210 NEWBURY ST 
BOSTON, MASS. 














BY C.M.HARGER 
Telling the Investor 


T': agreement that has been signed 
by a number of real estate mort- 
gage bond houses and seems to have 
such sound financial principles behind it as 
to warrant general acceptance contains 
some provisions that ought to be very 
pleasing to the investor if they are lived 
up to in their spirit and demands. One of 
the criticisms has been that in case of a 
bond issue. Frequently the bonds are sold 
before the construction is commenced on 
the property to be the security. The prac- 
tice of some bond houses has been to give 
the investor interim receipts which stated 
in effect that money had been received for 
the purchase of certain bonds in a building 
about to be erected and that the bonds 
would be delivered when, as and if the 
building were completed. Critics of this 
procedure held that the investor had no 
protection if the issuing company de- 
faulted as he did not possess a real bond. 
To overcome this the following rule was 
adopted : 

“Sales of securities before the perma- 
rent bonds are available should be either 
through the sale of temporary bonds exe- 
cuted by the mortgagor or interim receipts 
in which the trustee shall join as a party, 
and which shall certify that there has been 
delivered to the trustee a temporary bond 
which is held by the trustee for the bene- 
fit of the holders of interim receipts to 
the extent of their respective holdings.” 

About Circulars 


There has been, too, a feeling that in 
many instances the circulars distributed to 
prospective investors did not contain enough 
definite information. This is covered in a 
provision that the circulars shall contain 
definite information on important points, 
including location and description of se- 
curity, ownership of property, name and 
identity of trustee, valuation of land or 
leasehold, valuation of buildings, names of 
appraisers, earnings, purpose of issue, 
amount of issue, provisions for and place 
ef collection and distribution of principal, 
interest and income tax payments, guar- 
antee of house of issue to bondholders, full 
disclosure of any interest, direct or indirect, 
of house of issue or its officers or prin- 
cipal stockholders in the security other than 
as the house of issue. 


Year Starts Well 


The movement to stabilize the procedure 
of the bond houses will have a happy ef- 
fect on the business and serve to give 
to investors the country over a greater 
feeling of security. However, there is no 
apparent letting up of the interest in these 
securities. January, according to the sur- 


vey of one company, showed new issues 
underwritten and offered by leading in- 
vestment houses of $96,163,000, an increase 
of $38,000,000 over December, 1926. The 
former high record was for January of 
last year with $86,000,000. The increase 
in January is partly due to the holding of 
announcements and final approval of issues 
until after the first of the year. The issues 
covering amounts of $65,000 and upwards 
were distributed in 127 issues in 35 cities. 
Slightly jess than half was on _ office 
buildings, one third on apartment houses 
and apartment hotels and the _ remain- 
der on hotels, clubs, theatres and sim- 
ilar public and semi-public constructions. 
This would indicate that the _ build- 
ing movement of the country is not likely 
to show a decrease but it is noticeable that 
the builders are more cautious than in 
some periods of the past to be assured that 
the proposed project is a real necessity and 
that there are prospects of its producing 
an adequate rental. 


North Dakota’s Loans 


North Dakota is 
wrestling with the land loan system that 
was inaugurated by the 


The legislature of 


Non- Partisan 
League era and which has come to a point 
where there must be done something to 
readjust its affairs to a business basis. A 
report from there says that the Bank of 
North Dakota, through which the land 
loan scheme is carried on, has about 100,- 
000 acres of farm land on which it has 
foreclosed because of default of the bor- 
rowers. Upon this the state owes nearly 
$600,000 in taxes which the supreme court 
says must be paid to the various counties 
and districts in which are located the 
farms. The legislature is trying to get 
this into an appropriation, against the de- 
sires of some of the more radical members. 
In addition it is stated that there is over 
$700,000 of interest and principal payments 
in default and it is likely that a great 
number of foreclosures is yet to come. 


What to Do? 


While this showing is not as serious as 
that of South Dakota, where the state has 
some 4,000 loans in default and a general 
debacle of its land loan system, it is an- 
other evidence of the folly of a state going 
into the loan business. It has not only 
been disastrous to the commonwealth but 
it has upset the entire loan business and 
has led to borrowing on a scale that would 
not have been undertaken if there had been 
stricter surveillance of the methods. Lax 
appraisals, too large leans, followed by 
deflation in farm affairs brought about 4 
condition tha‘ will take years to readjust. 


The Financial World 








What is to become of the state lands held 
by these two commonwealths is a problem. 
At present it is impossible to sell them for 
anything like the loans placed in days of 
higher values. Perhaps the states can 
handle them as are managed school lands 
and eventually dispose of them, at present 
renting them where possible. In the mean- 
time there is $47,000,000 of bonds issued 
in South Dakota and millions in North 
Dakota on which the interest must be paid. 
Presumably the maturity of the loans 
would have cared for the bonds but if the 
mortgagors do not the state must do so. 


Farm Loan Problems 


It is admitted that all through the north- 
west is a vast amount of land on which the 
interest payments of loans is in default. 
The insurance companies which are the 
largest lenders are puzzled over the out- 
come and they are in no position to act 
harshly. They are inclined to let matters 
rest hoping that better times will come to 
the farmer and prefer to wait rather than 
to foreclose and have the land on their 
hands. In the meanwhile they are making 
new loans freely in many parts of the west 
at low rates. The rates are so low, be- 
cause of the effort to make loans, that a 
conierence of managers of mortgage com- 
panies has been called to discuss the situa- 
tion. The strength of the present loans 
is that they are made on a very low ap- 
praisal and the companies figure that noth- 
ing less than a wholesale disaster could 
cause loss in case of foreclosure. 


Canada Farm Loans 


A letter from Winnipeg, Canada, says 
that the Canadian Council of Agriculture 
with representatives from all parts of 
western Canada, which is the farm country 
of the Dominion, commended the crea- 
tion of a system of land banks for the 
Dominion similar to the federal land banks 
of this country. This was proposed last 
year but although a commission came here 
to study the problem nothing was actually 
set in motion. It is interesting to note 
that the Council, after a long discussion of 
the land bank matter adopted a resolution 
specifically declaring against making the 
bonds issued by the land banks exempt 
from taxation. It came to the conclusion 
that such exemption was more in favor of 
the investor than of the borrower. The 
Proposed system that Canada is considering 
is to be entirely controlled by the govern- 
ment, as is that of this country, though 
here theoretically the farmer borrowers 
own the banks. The realization of the ad- 
vantage of having a management that is 
thoroughly familiar with the handling of 
vast sums is present in the investigations 
of the commission. The theory of having 
the borrowers elect the officers to handle 
a billion dollars—about the amount now 
controlled by the federal land banks—is 
beautiful but not workable. In the recent 
election of a director of one bank the bor- 
Towers were canvassed strenuously by 
candidates for the position and the effect 
Was anything but desirable. The best can- 
Vasser rather than the best financier is 
likely to win control. 
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Associated Gas and Electric 
System 


Founded in 1852 


23,000 Customer- Investors 


Over 37,000 persons have invested in Associated 
securities, of whom 23,000 are customers and em- 
This represents a growth from less than 
1,000 shareholders in 1919 to the present number. 

Customer-ownership, fostered and developed by 
public utilities, has grown to such proportions that 
it has given a new meaning to “public” in public 


Public Utility Management Has Two Responsibilities 


Not only do the utilities serve the public but they 
are in a large measure owned by it. 
has added a new responsibility to management. It 


Adequate Service to its customers 

Sound securities to its investors 
Customer-ownership is helping slowly to revolu- 
tionize the investing and savings habits of thousands 


It offers sound securities with good 
yields which customers may purchase on a partial 


The management of the Associated Gas and Elec- 
tric Company is fully aware of this double responsi- 
bility to its public in providing dependable service 


Associated Gas and Electric Company 


Incorporated in 1906 


Write for our Illustrated Year Book 
Associated Gas and Electric Securities Company 


61 Broadway 


This in turn 


New York 














Getting Around the Post 


The fakers who were using the Boston 
Curb as a screen for their operations are 
undergoing a period of lean business as a 
result of the refusal of the most prominent 
newspapers to publish their quotations. 
Now they have hit upon a new scheme to 
get publicity. 


They have induced a small publication to 
publish Curb quotations and are endeavor- 
ing to purchase others in order that their 
columns may be used for a similar pur- 
pose so that the “sucker” may see what 
prices have been established for their se- 
curities. 


So long as these publications have second 
class privileges it will serve the Boston 
Curb fakers’ purposes. 


Such publications will not have any 
excuse for existence or lending themselves 
as tools to the Boston Curb, if the Massa- 
chusetts legislature inaugurates the so- 
called Martin Law in the State, under 
which manufacturers of fake quotations 
can be prosecuted and convicted. 

















SHATHAM 100 Years of Commercial Banking 
pHENx? CHATKAM PHENIX 
¥ NATIONAL BANK ano 
=) TRUST COMPANY 
non = Resources over $250,000,000 


TRustconeaY 149 Broadway, Singer Bldg. 
Branches from Battery to Bronx 























Offering Safe Securities of Electric Light 
and Power,Gas, and Transportation om- 
panies operating in 20 states. 


Write for list. 


UTILITY 


SECURITIES 
COMPANY 


72 W. Adams St., CHICAGO 
Milwaukee St.Louis louisville indianapolis 


‘ 
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Cities Service Co. 


We have prepared an interest- 
ing letter in which is discussed 
the recent high earnings and 
steady growth of the company 
and its future possibilities. 


Copy on request 


Johnson & Tierney 


INVESTMENT SECURITIES 
71 Broadway, New York 


Telephone: Bowling Green 6540 
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Continental Gas & Elec. Corp. 
Securities 


Howe, Snow & Bertles 


(Incorporated) 


120 Broadway New York City 
Telephone Rector 3563 
































Have You Been 
Awake to the 
EASY, SAFE, SURE 
Profits in the 
Stock Market? 


The greatest opportunities recently have involved 
the least risk. In the last four months McNeel’s 
has confined its recommendations to those invest- 
ment and semi-investment securities which would 
be scarcely influenced by a market break and 
which, inevitably, were to sell substantially higher. 


Here are all the buying recommendations since 
November 1, 1926. At a time when speculative 
conditions were admittedly dangerous, the mem- 
bers of McNeel’s Service, through conservative in- 
vestment have been able to reap profits ranging as 
high as 34 points and averaging 16 points in thir- 
teen specific recommendations: 


Price 

Recom- Recent 
Security mended Price 
Allis Chalmers......... 90 95 
Am. Telephone 148 159% 
Am. Type Founders.... 119 146 
Baltimore & Ohio 103 114% 
Bangor & Aroostock... 43 5714 
Denver & Rio Grande.. 42 56% 
Famous Players 113 10914 
Great Northern pfd 79 3 
Gulf Mob. & No. pfd.. 108 
Hudson & Manhattan... 39 
Int. Harvester 140 
Int. Telephone 119 
Miss., Kans. & Tex. pfd. 92 
Penn. Railroad 56 
St. Louis & San Fran.. 102 
St. Lo. & San Fran. pfd. 94 
Shubert Theatres 62 
Southern Pacific 107 
Standard Gas & El..... 544 
LE serge | | 169% 
Wabash ‘“A”’ 74 8914 
Warren Bros. .....2..+ 53 87 


_ 
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What is Sound Policy Now? 
¥ Are there still 
Money M.king Opportunities? 


Send for our latest survey—Free 


FINANCIAL SERVICE 
“< : R.W.MS NEEL ,DIRECTOR 
In Aristocracy of Successful Investors” 
120 BOYLSTON ST. BOSTON 


Send Free Bulletin FW-5-8 


RNG 55 oan othr erarskune scabakes 
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LTHOUGH stocks were generally 
A quiet in the “over-the-counter” 
market there was a tendency es- 
pecially in the industrial issues, to keep 
pace with trading set on the Stock Ex- 
change and Curb Market. There was 
strength in about the same classes of is- 
sues which exhibited strength on the Stock 
Exchange, although in a few cases in which 
sharp advances have been established in 
the industrial and specialty issues there 
were moderate recessions, but with a 
strong tone given to the market from in- 
vestment purchasing. 

The shares of the Guaranty Trust Com- 
pany appeared to have thoroughly dis- 
counted recent developments, selling off 
following the announcement that addi- 
tional stock would be offered to present 
shareholders and that the dividend rate had 
been raised from a $12 to a $16 annual 
basis. Traders are awaiting the appear- 
ance of rights, giving stockholders the 
privilege to purchase one new share for 
each five held. Based on the price of 
the stock—470 bid, 475 asked—the rights 
will be valued at approximately $45. Di- 
rectors voted to transfer $5,000,000 from 
undivided profits to surplus. Half the 
proceeds of sale of new stock will be 
added to surplus, so that after April 11 
the capital will be $3,000,000 and the sur- 
plus $30,000,000. 

The chain store stocks were a featured 
group because of new developments in 
connection with many of the companies. 
Southern Stores Corporation joined the 
list of dividend payers, with the authoriza- 
tion of 50 cents on the shares, placing 
the stock on a $2 annual basis. The 
company was recently formed to operate 
twenty-one stores of the Piggly Wiggly 
system in the South. 

The W. T. Grant Company, operating 
a chain of more than one hundred de- 
partment stores, announced a plan for re- 
organization which provides for the re- 
demption on April 1 of the 8 per cent pre- 
ferred stock at $110 a share. 

Bell Telephone of Canada, which in its 
1926 report, showed a net income of about 
$5 a share against annual dividend re- 
quirements of $8, was sharply lower. 


On the Curb 


Trading on the curb was of a decidedly 
irregular character with gains and de- 


clines mixed to the extent of establishing 


little or no trend. 


American Piano dropped sharply follow- 
ing the dividend announcement which was 
regular with the promised 2% per cent 
cash and 2% per cent in common stock 
on the junior issues and which the com- 
pany announced that it hoped to continue 
at the same rate for the coming three years. 


Cuts in the price of crude oil coupled 
with the increase in production had the 
effect of dampening the enthusiasm for the 
oil shares and excepting for the strength 
manifested by Standard of Indiana the 


Over the Counter Market | 


group was decidedly weak. 

The unstabilized condition of the radio 
industry is further evidenced in current 
earning reports. Tower Manufacturing 
passed the quarterly dividend of 37% cents 
due at this time. In connection with pass. 
ing the dividend, directors of company 
state: Radio business in general for past 
three months has been unexpectedly dis. 
appointing. Net profits for current fiscal 
year to date (beginning June 1, 1926), are 
approximately $90,000, compared with 











Lion Oil 
Refining Co. 


One of the 
Important Factors 
in the 
Arkansas Fields 


Our recent analysis 
of this company will 
be sent upon request. 


H. D. Williams 
& Co. 


120 Broadway 


MEMBERS 
NEW YORK 


STOCK 
EXCHANGE 


New York 























ST. LOUIS 
Mark C. Steinberg & Co. 


Members New York Stock Exchange 
Members Chicago Stock Exchange 
Members St. Louis Stock Exchange 


300 N. Broadway St. Louis Mo. 











A Discussion of Bonds 
with Detachable Warrants 


and 


Bonds with 


Conversion Privileges 


Our Folder, just prepared, 
compares common stocks and 
bonds as_ investments and 
suggests bonds with _ these 
features as combining the ad- 
vantages of both. Two lists, 
briefly describing thirty im- 
portant issues in each group, 
are contained in the folder. 


Copy on request 


M. C. Bouvier & Co. 


Members New York Stock Exchange 


20 Broad St. New York 
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$177,000 for corresponding period of pre- 
vious year. 

Hazeltine was another that met with re- 
verses. During the year three of the 
licensees, Eagle Radio Company, R. E. 
Thompson Manufacturing Company and 
Ware Radio Company went into receiver- 
ship and a fourth (Carloyd Electric and 
Radio Company) suspended business. 





DIVIDENDS 





aoe 


Electric Power & Light Corporation 


Preferred Stock Dividend No, 8 

The regular quarterly dividend of $1.75 per 
share on the Preferred Stock of the Electric 
Power & Light Corporation has been declared 
for payment on April 1, 1927, to stockholders 
of record at the close of business March 11, 
1927. 

A portion of the outstanding Preferred Stock 
is represented by Allotment Certificates. 

As more fully provided in the Company’s 
outstanding Preferred Stock Allotment Cer- 
tificates, the holder of record of each such 
Certificate at the close of business March 11, 
1927, will be entitled to receive on April 1, 
1927, a sum equal to the dividend payable 
upon such number of shares of Preferred 
Stock, and/or fractions thereof, as the aggre- 


gate amount theretofore paid upon the ag-~- 


gregate allotment price under said Allotment 
Certificate would suffice to pay for at the 
allotinent price. 


A, C. RAY, Treasurer. 


E. I. DU PONT DE NEMOURS & COMPANY 
Wilmington, Del., February 14, 1927. 
The Board of Directors has this day de- 
clared a regular dividend of $2.00 per share 
on the outstanding no par value common 
stock of this Company, payable March 165, 
1927, to stockholders of record at the close 
of husiness on March 1, 1927; also dividend 
of 1%% on the outstanding Debenture Stock 
of this Company, payable April 25, 1927, 
to stockholders of record at the close of 
business on April 9, 1927. 
CHARLES COPELAND, Secretary. 
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_ “MIDDLE ‘WEST 
_ UTILITIES COMPANY 





Notice of Stockholders’ Meeting 


The annual meeting of the 
stockholders of the Middle 
West Utilities Company will 
be held on the 29th day of 
March, 1927, at 11:30 
o'clock A. M., at the office 
of tue corporation, 3018 
Du Pont Building, Wi!ming- 
ton, Delaware, for the pur- 
pose of electing a Board of 
Directors, receiving an ac- 
count and report of the offi- 
cers and transacting such other 
business as may come before 
the meeting. At said meeting 
there will be submitted to the 
stockholders for their con- 
sideration and vote the ques- 
tion of the adoption of an 
amendment to the company’s 
Charter of Incorporation. 
The stock transfer books of 
the company will be closed at 
5:00 o’clock P. M. Friday, 
March 4, 1927, and will be 
re-opened at 10:00 o’clock 
A. M., Wednesday, March 
30, 1927. 


Hl E EUSTACE J. KNIGHT 


Z Secretary. 
a 



































DIVIDENDS DIVIDENDS 





INCORPORATES 


Kar Mueritan. Jabace, 





111 Fifth Avenue New York City 


90TH CONSECUTIVE PREFERRED DIVIDEND 


A quarterly dividend of 132% has been declared upon the Preferred 
Stock of THE AMERICAN Topacco Company, payable in cash on 
April 1, 1927, to stockholders of record at the close of business 
March 9, 1927. Checks will be mailed. 


Jesse R. Tayzor, Treasurer. 
February 23, 1927. 

















Associated Gas and Electric 
A ig = ou r Company 
Dividends 


On February 18th the 20d 
Board of Directors of 61 Broadway, New York 








Armour and Company meen 
met and declared the Dividends 
following dividends: The Board of Directors has de- 
clared the following quarterly divi- 
—— dends: i 
ARMOUR 4&5 COMPANY Dividend No. 21 
ILLINOIS aa Original Series Preferred Stock— 
The usual quarterly dividend 6 ee —— von the rire Sivi- 
end o 4c heretofore declared, or 
(134%) on_ the preferred $1.00 in all ‘payable on April 1, 1927, 
stock payable April 1, a to ~_oee of record February 28, 
recor 1927. 
a oo of record, Dividend No. 7 
are ’ : $7 Dividend Series Preferred Stock— 
a $1.75 per share, payable April 1, 1927, 
ARMOUR 40 COMPANY to stockholders of record February 28, 
OF DELAWARE 927. 
The usual quarterly dividend ‘ tg a — -—y ae stock 
ividends, in lieu of the cash divi- 
(13%4%) on the _preferred dends, at the rate of 2.7/100ths of a 
stock payable April 1, 1927, share of Class A stock for each share 
to stockholders of record, of Original Series, and 4.72/100ths of 
M h 10, 1927 a share of Class A Stock for each 
arc > . — -¢ = Dividend Series Preferred 
toc eld. 
ae hl. ae On the basis ef $40.50 per share for 


the Class A Stock this is at the an- 
nual rate of $4.37 per share for the 














Original Series and $7.64 per share 





for the $7 Dividend Series Preferred 





Stock. 





Stockholders may also purchase or 

_ oe —, * make full 

~ shares at the rate o 1.00 above or 

The North Amer, ican below, respectively, the sale price of 
Class A Steck. 


Company M. C. O’KEEFFE, Secretary. 


QUARTERLY DIVIDEND No. 92 
. ON COMMON STOCK 


A Quarterly Dividend of 2%% on the 














Common Stock will be paid — 1, — THE MONTANA POWER COMPANY 

in Common Stock at par, being a e NO. 5 
rate of 1/40th of one share for each share ee eee } acer ae a ae 
held of record at the close of business sh dette y 

oil 5. 1927 three quarters per cent (1%%) on the Pre- 


ferred Stock has been declared, payable April 
Tenge Te 1, 1927, to stockholders of record at the close 
QUARTERLY DIVIDEND No. 23 of business on March 11, 1927. 


ON PREFERRED STOCK COMMON STOCK DIVIDEND NO. 58 

A Quarterly Dividend of 14% (T5ce a A dividend of one and one quarter per cent 
share) on the Six Per Cent. Cumulative (1%%) on the Common Stock has been de- 
Preferred Stock will be paid April 1, clared, payable April 1, 1927, to stockholders 
1927, to Preferred Stockholders of record of record, at the close of business on March 
at the close of business March 5, 1927. 11, 1927. 

> vill be mailed. 
ROBERT SEALY, Treasurer. a ws 
IN N, Treasurer. 

New York, February 14, 1927. J. ¥. DENISON 


25 Broadway, New York. 











TEXAS GULF SULPHUR COMPANY 


i The Board of Directors has declared @ 

nion Swift & Company . distribution of $1.00 per share on the Com- 
” . pany’s 2,540,000 shares of capital stock with- 
Dividend No. 165 out nominal or par value, payable on March 


LLARS 15, 1927, to stockholders of record at the 
ee al a ere close of business on March 1, 1927. 


i i teckh Stockholders will be advised later as to 
pt gy ge = el taller ge ole what portion of said distribution is from 
of the Company. Free Surplus and what from Reserve for 

: Depletion. 
C. A. PEACOCK, Secretary H. F. J. KNOBLOCH, Treasurer. 
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Weekly Business and Financial Summary 
(Principal features of this page elaborated and interpreted in the “Trend of Things.’’) 








A tock Pri 
verage Stoc ~— Bes Week’s Sales 


Feb. 23 Feb. 16 r Feb. 24 Sales of stocks listed on New York Stock Exchange (in 
Railroads 25.28 124.67 2.16 106.84 number of shares), week ended February 23, 1927: Week’s 
Industrials 35.99 134.07 32.28 128.18 Sales—Thursday, 2,322,535 shares; Friday, 2,288,626 shares; 
Combined 30.33 129.07 27.8 117.51 Saturday, 996,095 shares; Monday, 2,152,824 shares; Tues- 
Coppers 26.13 25.43 , 29.70 day, holiday; Wednesday, 2,144,640 shares. Average daily 
Bond Dealings, Jan. 1 to Date sales, week ended February 23, 1927, 1,980,944; week 
927 1926 1925 previous, 1,367,935. 
U. S. Govt. bonds ..$37,153,65 $47,274,900 $72,074,900 
Other dom. bonds .395,281,2 371,918,900 470,317,500 Thurs- Thurs- 
Foreign bonds ....182,406,7 98,080,750 107,340,000 day day 
7—1926-27— NAME OF STOCK last this 
Total all bonds. .$614,841,550 $517,274,500 $649,732,400 High Low iain occa 
Weekly Business Indicators 119% 90% Amer. Locomotive .. 110 111% 
Federal Reserve Reports 87% 65% Amer. Sugar 843% 84.54 
(000,000’s omitted) 160% 1295, Amer. Tel. os 156 : 159% 
1927 1926 124 110% =<Amer., nine 22 122 
Feb.16 Feb.9 Feb. 17 143% Amer. Typefounders.. 143% 141 
Bank Debits—New York .... 5.884 5,886 5,884 51% Anaconda 46% 48 
Bank Debits—Outside of N. Y. 13,059 2,996 12,756 97% Armour (Del.) 7% pf. 96 96 
*Loans and Discounts—N. Y... 1,907 ,895 2,103 172% = 1: Atch. Top. & San Fe 170% 169 
*Loans and Disc.—Outside N.Y. 3,523 ,536 3,343 115% 1 Baltimore & Ohio .. 114% 113% 
7Bank Investments—New York 891 5 812 60% = 3: Bangor & Aroostook. 56 57 
7Bank Invest.—Outside N. Y... 2,348 »o2% 2,112 Cerro de Pasco .... 61 62 
Total loan discounts ,124 148 13,961 2 Chesapeake & Ohio.. 156%4 159 
Total net demand deposits ... 2,939 2,85 13,017 § 4 Chic. & N. W, 86 83% 
Total time deposits 5,902 : 5,421 4 2 ae ae eg Pac... 78% 79 
edie ce. R.1. - 6% pf. 97% 97%4 
*Secured by other than U. S. Govt. securities. Other 6 Chile Copper 35% 36% 
than U. S. Govt. securities. ‘ Ye we 181 pe 
] leari en, otors 156% 1 
Weekly Bank Clearings 1926 58% — Outdoor A 58% 575% 
92 ve r ymhe 3 
Jan. 29 Feb. 5 As Feb. 13 “A yen. Outdoor Se ee 41% 44% 
New York 5,497 6,948 ' 4,805 : ae me nee’ 90% tag 
Outside of New York.. 3,998 4,506 556 3,745 ; ui, Mobile & Nor.. 50% - 
1 ° 5 2 Hudson & Man. .... 52% 55 
Monthly Bank Clearings 53% Int’l Harvester .... 160 159% 
January January Decr’se L K. C. Southern 52% 51% 


1927 1926 Fo Kennecott Copper ... 62 63% 
Total U. S. $44,455,363 $46,892,162 Loew’s Inc. 53% 57% 


5. 
New York City 25,561,913 27,101,098 5. Missouri-Pacific 54% 52% 
Outside N. Y. 18,893,450 19,791,064 4. M-K-T 6% ro 99% 
Canada 1,454,462 1,300,369 #11. N. Y. Central 146% 143% 
boas aped Norfolk & Western.. 172% 170 
rs . ; Northern Pacific .... l 8914 
Monthly Business Indicators Peoples Gas 281 128% 
1926 Pere Marquette 2: 122 
Nov. Dec. i Public Ser. of N. J.. ; 34% 
Pig Iron Prod. Thous. long tons. 3,237 3,091 St. Louis-Frisco .... 73 107% 
Steel ingots, Prod. Thous. long tons 3,722 3,472 Southern Pacific .... 110% 
U. S. Steel (crude) unfilled orders. 3,807 3,961 q Stand. G. & E. 8% pf. 59% 
Postal receipts, 50 cities ($000).. 31,868 40,282 Union Carbide tee 
Rest’rant Sales (Childs) ($000)... 2,181 2,321 Union Pacific 7 168 , 
Ten-Cent Store Sales: ag a 58% —* 
a ee: eee easad Westinghouse El. ... 2 3% 14% 











*Increase. 


Source of Data: Dept. of Commerce Reports. 














Total Brokerage Loans : 
Foreign Exchange (Member Banks of Federal Reserve __ Ratio of Reserves 
2 With all percentages computed on 

Feb. 23 eb. Nov. 2,608,283,000 the basis introduced by the Reserve 
Dec. 2,646,653,000 Board on March 13, 1921, the high- 
Sterling 84: 85% Dec. 2,638,528,000 est and lowest reserve percentage of 
French Franc .... 8.911 3.615 Dec. 2,692, 450,000 the Federal Reserve system compare 
Lira» 35 02 Dec. 2,723,465,000 as follows: High Low : 
*Belgian Franc .. 3.9014 m; Dec. 2,787,761,000 L927 0 Jan. 5 
Holland 02 f Jan. 2,818,561,000 1926 .9 Dec. 22 
Austria 125 14.125 Jan. 2,791,135,000 1925 ' 5 -1 Dec. 23 
Denmark 26.65 25.9% Jan. 1% 2,770,172,000 1934 .56 Dec. 24 
Norway 25.86 21.38 Jan. 2,731,940,000 sees 78.2 July 25 71.2 Jan. 6 
Spain at 14, Feb. 2,730,001,000 1922 36.1 Aug. 9 711 Jan. 3 
Sweden 5.68 26. eb. 2,720,578,000 , 
Switzerland 9.25 19.24% Feb. 2,718,634,000 Pc gg gt Ag 
Argentine 4 40. Car Loadings follows: 
Brazil 1. 14.7: 1927 1926 1925 89.0 Jan. 26 75.4 Jan. 5 
Chile ; ; .92 12. D | 22 966. S17 917,625 903,935 20 71.5 Dec. 15 
Canadian Dollar.. 99. 99. . 5..970,892 914,491 929,130 ee 85.5 July 29 69.6 Feb. 25 
= ; . 29..950,967 925,696 897,368 91.5 May 21 70.8 Oct. 10 

*Cents per franc; 1 belga equiva- : . .942,587 921,643 924,291 Ce 87.6 Jan. 25 75.0 Jan. 3 
lent to 5 paper francs, . 15..950,045 936,655 934,022 89.6 Jan. 25 79.3 Jan. 1 














Crude Oil Production *Money Rates Commodity Prices 
Daily Average (Figures in barrels) Call Loans 334% Feb. 23. Feb. 24 
1927 1926 Time Loans ¢ 1927 1926 

Feb. 19 Feb. 20 N. Y. Rediscount Rate .... Wheat, No. 2 red ....$1.501% $1.975% 

Oklahoma 707,850 450,000 Commercial Paper c Corn (new), No. 2 yel. .88% .9056 

Kansas 117,050 102.600 Bankers’ Acceptances ‘ Rye, No. 2 white.... 1.145¢ 04% 

Panhandle Texas. 130,750 3,050 Bar Silver, London 26% Oats, No. 2 white .. .5% 50% 

North Texas..... 73,600 Bar Silver, New York .... 57 : Coffee, No. 7 Rio 

West Cent. Tex.. 3,25 69,600 ane Sugar, granulated 

East Cent. Tex.. 75 59,200 *As of Wednesday, Feb. 23, Iron, 2X Phila. 

Southwest Tex... 38,306 37,650 Steel billets, Pitts. 

North Louisiana . 52,8 44,600 London Market Lead 

Arkansas 28,9: 163,900 Money in London at 4% per cent; Copper 

Coastal Texas ) short bills 434 per cent; three months’ Zine, E. St. 

Coastal Louisiana. 75 50 bills at 4; per cent. Tin 

Eastern 7,50 9, Gold bullion at 84s 11%d. Bullion Cotton, mid upland ..14.2 

Wyoming 58,2 73,800 withdrawn from the Bank of England Printcloths : 

Montana 3,6 14,700 for shipment to Spain amounted to Silk, best No. 1 to Ext. 5. 

Colorado 7,55 7,150 £7,000, and to India £24,000, On Rubber, spot 

New Mexico .... 5 4,300 Tuesday the Bank shipped bar gold Hides, Nat. 

California 603,500 valued at £15,000 to Spain. This Gasoline 

consignment is now reported to main- Crude oil, Mid-Con., 

Total 2,00 1,902,750 tain the total shipments to date. 33 to 33.9 grav. 
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DIVIDENDS DECLARED 















Pe- 

Company. Rate riod. 
Adams Express ...........ccc0e. $1.50 Q 
Allied Ch. & Dye pf % Q 
Am. Seating Co Q 
Amr's Co. of Ill. Q 
Do of Del. pf Q 
Am. Bank Note Q 
ne eee Q 
Bi TI eccesemnsectisssteces Q 
Do 2% Stk 
WO eaicidcccecteasecpsrsnmecnss Q 
Am. Pub. Serv. - Q 
Am. Home Products .............. 20c M 
American Tob. pf. Q 
American Loco. Q 
DO Dh. 2-----e00 Q 
Bei | WO ssicciccescisccesssened Q 
BOA Wie. cote eocrecteexcencstunseett ‘ Q 
aiding BIG  ncicccsissscc-nns 50c Q 
oe Se Seas $1.50 Q 
DO 20 We eccrine $3.50 SA 
Brit.-Am. Oil (in.). 80c An 
British-Am. Tob .................- 10d Int 


Brooklyn Union Gas.................. $1 
Burr Add. 
Bush Term. pf. deb... 
Do Building pf. 3 
Butte & Sup. Min. 
By-Products Coke ........ 
Do pf. 
Calumet & Ariz. } 
Case (J. I.) Th. } 
GE ‘eeteceppeiccaniieabeiisat onsen 
Chem. Nat. Bank 
Ches. & Ohio Ry. 
SRS Nicer ene eee ee 
Chi, N. S. & M. 
Do prior lien 
Cities Service ....... 
TD” | peebaticmntencke 
BN TE. esnsenanaines 
Do preference 
Commercial Credit 


Sk a eens 

Do 8% pf. B 

Do 64%% Ist pf 
Continental Can. 
Cons. R. R. of Cuba pf....$1.50 Q 
Crucible Steel pf. ............ $1.75 Q 
a $1.20 
Gif, M & N. ER. o........ $1.50 Q 
Eastern R. nae Q 

eects recep sna sepencugesd 12% Ex 
Eisenlohr (Otto) & Bros i Q 





Elec. P. & L. 7% Pif........$1.75 Q 
Do 40% etfs. 
MIE iss ccicnccpcsasecerssentavones 50e Q 


Eng. Pub. S. 7% pif. $1.75 @ 
Equitable Bldg. .................. $1.50 Q 
ee ee se oe 1% Q 
Fleischmann Sibsbiapeoabasiuuoccace ae ae 
Gabriel S. Mfg. A............ S7lace Q 
ee eee 87 Me 


Gotham Silk H.......... 
Gt. Western Sugar 

I es 
Guif States Steel .... 





ek ae eee 1% 
i Se ee ent: 1% 
ED eee eee eens ce 1% Q 
Do pf. 1% Q 
mocking: Val. B: BR csnnncnn $2 Q 
SPOON PM cicescssvesescustnsccee $1 Q 
a Sa 1% Q 
Inter. Harvester .........,....-. $1.50 Q 
Inter. Business Mach. .......... $1 Q 
Water. GOMORE aoc conscience $1 Q 
a a ae ee $1.75 Q 
Enter. Paper 6%. pf...;.-..-...<.- 1% Q 
GG: Oe ee EES 4 Q 
Intertype Ist pf. Q 
Inspiration Copper Q 
RNCIOOR EON er Q 
Libbey Qwens Sht. Q 
a, See eee Q 
Lord & Taylor ....... Q 
Mackay (Cos, ......... Q 
ik eee Q 
Mathieson A. Wks. Q 
eee Q 
McCallum Hosiery - 
Montana Power .........2..-.--- Q 
Pel We ey Q 
Moto Meter, A..... Q 
OME epee re Q 
Nat. Electric Pwr. Q 
Nat. Power & Lt. p Q 
Nat. Public Ser. Q 
National Lead ........... Q 
No. Am. Prov. pf............---. : Q 
N. Y. Telephone .... 2% Q 
Pure O11 544% pf $1.50 Q 
Do 6% pf. .... $1.50 Q 
LR eee 
Real silk. Hos. Mills 


Shub. Theatre Corp. 
Sloss-Sheffield Steel 
Do pf. 








South California pf. A.... a % 

U7 = =e a 
Southern Stores A........ ----D0¢ 
St. Louis Southw. pf. ............ 1% 
S. Porto R. Sugar. ............ $1.50 

ok Sees ERS 
Standard Milling 

eee 
Stand. Oil of Ky. 

Do 3 
Texas Gulf EES $1 Q 
Tidewater Asso. Oil 

ja See $1.50 Q 


Pay- 
able. 


Mar. 
Apr. 
Apr. 
Apr. 
Apr. 
Apr. 
Apr. 
Apr. 
Apr. 
Apr. 


Apr. 
Mar. 


Apr. 
Apr. 
Apr. 


Apr. 

Mar. 
Mar. 
Mar. 
Mar. 
Mar. 


ow 


nore 


wo 


31 


ee 


BPR EhO PRP R EERE 


. 31 
. 31 


ft ett OO Fe rer 


— 
oo 


oe 


_ 
— Ole 


ee 
bat et OT 


31 
31 
31 
31 
15 


Hids. 


of 


Record. 


Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 


Mar. 


Mar. 
Feb. 
Feb. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 


15 
ll 
15 
10 
10 














To Keep You Informed 


VERY week we list in this column instructive booklets, circulars, 
periodicals and special letters pertaining to investment and other 


timely subjects which we believe are of interest and benefit to our 
subscribers. 


Upon request and without obligation, any of these listed below will 
be sent free, direct from the above houses by whom issued. 


Kindly send request to CURRENT LITERATURE DEPARTMENT, 
THe FINANCIAL Wor LD, 53 Park Place, New York, N. Y. 


Standards of Conservative Investment—An investment banking house 
has prepared a booklet describing “How a Conservative First Mort- 
gage Bond House Keeps the Faith,” and the bonds it sponsors. 
Booklet mailed on request. 


Forecasts of the Stock and Bond Markets for 1927—A well-known 
Stock Exchange house has prepared a digest of forecasts by well- 
known authorities of the course of stock and bond prices of general 


business conditions for the coming year. Copy may be obtained 
upon request. 


Rail Mergers in the Making—This is the title of a folder issued by a 
well-known firm, specialists in railroad securities. ‘To participate 
in the benefits of a railroad merger one must keep posted as to 
the status of the roads to be merged. ‘This tolder, together with 
colored railroad maps, showing a number of the lines in which 
there are possibilities of a merger will be forwarded upon request. 


Chain Store Situation—One of the oldest New York Stock Exchange 
houses has elaborated on the Chain Store Situation, presenting 
the Chain Restaurant Business and their attractive possibilities. 


Odd Lots—A well known firm, members of the New York Stock Ex- 
change has published a book setting forth the advantages for both 


the small and large investor dealing in Odd Lots. Copy upon 
request. 


“An All-Season Investment”—A booklet telling of the development of 
a unique branch of the chain store business where annual sales 
have expanded from $2,500 to $3,000,000. 


Preferred Stocks of Electric Light & Power Companies—A New York 
Stock Exchange house has ready for distribution a special list con- 
taining a number of carefully selected issues of this group. Yields 
range from 6.10 per cent to 6.80 per cent. 


“Why Estates Shrink”—The amount of taxes your estate must pay 
depends largely on the type of investments you hold. This book- 


let, “Why Estates Shrink,” outlines this information in detail. 


“Forty-five Years Without Loss to Any Investor’—A booklet of much 
use to those who are interested in real estate mortgage bond in- 
vestment. It has been prepared and is ready for distribution by 
one oi the largest companies in this field. 


“Power and Light”—This is the title of a booklet recently published 
by one of the oldest investment firms in the United States. It 
covers a number of points on public utility financing and describes 
some of the larger companies in this country. 


“For Income Builders”—This booklet describes a practical Partial Pay- 
ment Plan, whereby sound securities may be purchased through 
monthly payments of as little as $10. Shows how permanent inde- 
pendent income may be built through the systematic investing of 
small sums set aside from current earnings. 


Safety Limits—A booklet which explains how you can prevent invest- 


ment losses by purchasing scientifically guarded and guaranteed 
First Mortgages and Certificates. 


Standard Oil Issues—A house specializing in Standard Cil securities 
issues a weekly summary pertaining to available information on 
these and other miscellaneous oil securities and will gladly mail 
a copy on request. 


“Diversification and Vigilance”—An interesting discussion of this sub- 
ject, profitable to any investor, showing the methods employed by 
large institutions and their investment problems, has been prepared 
for distribution by a large investment banking house. 


“Rules for Safe Investment”—Knowledge gained over a long period of 
years makes it possible to determine whether a given spot in a 
city will have a growth in property value which will be steadily 
increasing. This is only one of the important factors of safety of 
Real Estate Bonds which are explained in this booklet published 
by a well-known bond and mortgage company. 


“How to Select Safe Bonds”—How to make eight tests that prove the 
safety of every investment is told in a booklet as above titled. 





























95% OF ADVERTISERS 
IN THE FINANCIAL WORLD 
RENEW THEIR CONTRACTS 


No better tribute to the result producing qualities of 
advertising in America’s Premier Investment Weekly 
could be obtained than by the above figures. 


Many of the advertisers who hesitated a long time be- 
fore they took the plunge by giving our advertising a 
trial could not be persuaded now to stop this profitable 
medium for tangible and big results. 


Persistent Advertising in The Financial World 
Pays Big Dividends 


Hit or miss, haphazard advertising rarely pays. And if by 
chance it is read, it leaves no lasting impression. It is persistency 
that pays—constant, forceful appeal. 


Persistency in advertising is like steady dripping of water on 
a rock. It leaves the impression that makes sales. 


THE FINANCIAL WORLD is read carefully every week, fifty- 


two times a year by a financially able audience with tremendous 
purchasing power. 


Thousands of executives are in that audience—men whose 
word is final in the spending of millions of dollars. Your message 
will be read by these men—and persistent presentation will assure 
results. 


In the past calendar year our circulation has increased 
33 1/3% and our advertising rates have not yet been increased. 


If you want to reach our exceptional audience at a very low 
cost, write us for rates and further information. 








America’s Investment Weekly 


53 Park Place New York City 
Established 1902. Member A. B. C. 





























